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REPORT  OF  THE  WORKING  PARTY  ON  ECONOMIC  DEVELOPMENT  AND 
PLANNING  (SECOND  MEETING)  TO  THE  ECONOMIC  COMMISSION  FOR 
ASIA  AND  THE  FAR  EAST  (THIRTEENTH  SESSION) i 


I  Introduction 

■  The  second  meeting  of  the  Working  Party  on 

I  Economic  Development  and  Planning  in  Asia  and  the 
Far  East  was  held  at  the  ECAFE  Headquarters,  Bangkok, 
Thailand,  from  17  to  28  September  1956,  in  accordance 
with  the  programme  of  work  approved  by  the  Commission 
at  its  twelfth  session.^  The  purpose  of  the  meeting  was 
to  consider  development  policies  and  means  of  imple- 
!  menting  development  programmes.  Nineteen  working 
sessions  were  held. 

i  The  Working  Party  was  attended  by  52  representa¬ 

tives  of  20  countries  members  of  the  Commission.  These 
representatives  participated  in  their  capacity  as  experts, 
j  and  the  views  expressed  at  the  meeting  and  in  this  report 
are  not  necessarily  those  of  their  respective  governments. 
Observers  were  present  from  Czechoslovakia  and  the 
Federal  Republic  of  Germany.  The  Food  and  Agricul¬ 
ture  Organization  of  the  United  Nations  and  the  World 
Health  Organization  as  well  as  the  Council  for  Technical 
I  Co-operation  in  South  and  South-East  Asia  also  sent 
’  observers.  In  addition,  nine  observers  from  non-govern- 
>  mental  organizations — the  International  Chamber  of 
I  Commerce,  International  Confederation  of  Free  Trade 
Unions,  World  Federation  of  Trade  Unions  and  World 
'  Federation  of  United  Nations  Associations — also  attend¬ 
ed.®.  Some  representatives  regretted  the  absence  of 
experts  from  the  Chinese  People’s  Republic  at  this 
'  Working  Party  meeting.  On  the  other  hand,  some  other 
representatives  pointed  out  that  China  was  already 
represented  by  the  Republic  of  China  and  that  questions 
'  of  representation  were  beyond  the  scope  of  a  technical 
working  group  such  as  this. 

i  The  working  papers  for  discussion  included  a 

document  prepared  by  the  ECAFE  Secretariat;  one  each 
by  the  Economic  Commission  for  Europe,  the  Interna- 
I  lioaal  Labour  Organisation,  a  staff  member  of  the 
International  Monetary  Fund,  and  the  General  Agreement 
on  Tariffs  and  Trade ;  and  16  submitted  by  participating 
)  governments.  A  paper  on  the  salient  features  of  the 
economic  development  plans  of  the  countries  of  the 


I  1.  United  Nations  document  ECAFE/L.114. 

I  2.  Annuaf  Report  of  the  Economic  Commiseion  for  Ada  and  the  Far 
Font  to  the  Economic  and  SocitU  Council,  S  April  1955 — li  February 
j  1956  (E/2821— E/CN.11/430),  part  VII,  project  02-01. 
j  3.  Appendix  1. 
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region  was  presented  by  the  Secretariat  in  preliminary 
draft  form  for  reference.  Seven  background  documents 
w'ere  made  available  by  governments.^ 

Mr.  C.  V.  Narasimhan,  the  Executive  Secretary  of 
the  Economic  Commission  for  Asia  and  the  Far  East, 
welcomed  the  participants  of  the  Working  Party.  He 
reviewed  the  steps  leading  to  the  Working  Party’s 
inauguration  in  1955  and  the  results  of  that  initial 
meeting.  With  the  emphasis  now  shifted  from  problems 
and  techniques  of  planning  and  programming  to  means 
of  implementation,  it  was  essential  to  turn  all  theory 
and  all  discussion  to  practical  ends.  Progress  in 
economic  development  in  Asia,  while  greater  than  any 
purely  quantitative  measures  would  show,  had  thus  far 
been  less  than  spectacular;  moreover,  in  some  respects 
the  region  appeared  to  stand  almost  at  the  very  beginning 
of  knowledge  and  application  in  the  field  of  economic 
development  planning.  The  Working  Party  afforded  a 
timely  and  important  opportunity  to  keep  the  economic 
development  and  planning  subject  as  a  whole  in  view. 
The  broad  agenda  proposed  for  the  present  meeting 
particularly  emphasized  the  interconnections  among  all 
aspects  of  this  subject.  At  future  meetings,  attention 
might  well  focus  on  particular  sectors  of  the  economy, 
as  already  suggested  last  year.  Mr.  Narasimhan  express¬ 
ed  the  hope  that  the  Working  Party  would  become  a 
forum  to  which  experts  steeped  in  the  work  of  their  own 
planning  boards  and  other  agencies  would  recurrently 
come  for  a  free  exchange  of  experience  and  views.  In 
conclusion,  he  emphasized  the  urgency  of  the  problem 
of  rapid  economic  development  for  member  countries 
situated  in  the  region. 

Mr.  Sunthorn  Hongladarom,  Secretary-General,  Na¬ 
tional  Economic  Council,  read  a  message  from  His 
Excellency,  the  Prime  Minister  of  Thailand.  In  wel¬ 
coming  the  delegates,  and  commending  the  results  of 
last  year's  meeting  of  the  Working  Party  on  Economic 
Development  and  Planning,  the  Prime  Minister  empha¬ 
sized  that  planning  for  economic  development,  while 
indispensable  for  an  orderly  and  efficient  conduct  of 
development  activities,  is  still  a  relatively  new  field  to 
many  governments  in  the  region.  He  expressed  grati¬ 
fication  that  countries  are  being  helped  to  build  competent 


4.  Appendix  2. 


planning  staffs  and  secure  reliable  basic  information 
concerning  the  economy,  both  by  technical  assistance 
from  advanced  countries  and  international  organizations 
and  by  meetings  such  as  those  arranged  by  ECAFE. 
The  present  meeting  would  deal  with  a  number  of 
practical  topics  of  interest  to  agencies  charged  with 
implementing  governmental  decisions  as  well  as  to  those 
involved  in  planning  operations.  In  conclusion,  the 
Prime  Minister  extended  a  warm  welcome  to  Mr.  Nara- 
simhan  upon  the  recent  assumption  of  his  duties  as 
Executive  Secretary. 

A  vote  of  thanks  for  the  Prime  Minister’s  message 
was  proposed  by  the  representative  of  Viet-Nam  and 
was  carried  by  acclamation. 

U  Mo  Myit  (Burma)  was  elected  chairman.  Mr. 
P.  J.  Lawler  (Australia)  and  Mr.  Bundit  Kantahutra 
(Thailand)  were  elected  first  and  second  vice-chairmen 
respectively. 

The  provisional  agenda  which  had  been  submitted 
by  the  Secretariat  was  adopted  without  amendment.^ 

The  Working  Party  appointed  a  drafting  committee, 
composed  of  Dr.  I.  P.  Patel  (India),  Mr.  Ali  Budiardjo 
(Indonesia),  Dr.  Kazushi  Ohkawa  (Japan),  Mr.  A.  C.  L. 
Day  (United  Kingdom)  and  Dr.  Grover  W.  Ensley 
(United  States  of  America),  to  prepare  the  report.  Mr. 
Ali  Budiardjo  was  elected  chairman  of  the  drafting 
committee. 

The  Working  Party’s  review  of  development  policies 
and  means  of  implementation  of  development  programmes 
was  greatly  assisted  by  the  paper  prepared  by  the  ECAFE 
Secretariat,-  and  also  by  those  contributed  from  a  number 
of  member  countries  and  from  international  agencies. 
The  discussion  covered  a  large  number  of  aspects  of 
this  broad  subject  matter,  indicating  the  experience  of 
member  countries  in  and  outside  the  region  and  bringing 
forth  views  and  questions  on  the  issues  involved.  The 
report  that  follows  comments  briefly  on  a  number  of 
these  issues. 

As  was  also  the  case  at  its  previous  meeting,  the 
Working  Party  had  before  it  an  agenda  of  wide  scope 
which  inevitably  limited  the  depth  of  penetration  into 
any  one  of  the  many  topics  involved.  This  limitation 
had  been  foreseen  and  accepted  by  the  Working  Party 
in  its  report  last  year,  and  by  the  Commission,  for  the 
sake  of  the  value  expected  to  be  derived  from  a  com¬ 
prehensive  reconnaissance  of  policies  and  means  of 
implementation  and  from  continued  emphasis  at  this 

1.  Appendix  8. 

2.  See  infra,  p.  21  ff. 


stage  on  the  interdependence  of  the  various  parts  of  j 
the  problem  that  governments  of  the  region  face  in  i 
promoting  the  economic  development  of  their  countries.  | 
It  would  appear  that  this  approach  has  shown  itself  to  I 
be  justified  and  that  the  advantages  of  having  laid  a  I 
broad  base  will  be  further  apparent  as  the  Working  Party 
continues  its  work  hereafter.  However,  it  also  seems  I 
clear  that  the  time  has  now  come  to  plan  the  future  | 
work  in  terms  of  meetings  to  be  held  on  more  restricted 
subjects,  provided  always  that  the  latter  be  considered 
not  as  isolated  subjects  but  rather  in  their  aspect  as 
parts  of  the  paramount,  over-all  problem  of  how  to 
achieve  greater  production  and  higher  living  standards. 

A  recommendation  to  this  effect  is  made  at  the  end  of  | 
this  report. 

Major  policy  questions  in 
economic  development 

Before  taking  up  the  various  means  of  implementa-  i 
tion  available  to  governments,  as  listed  in  the  agenda, 
the  Working  Party  gave  consideration  to  certain  broad 
policy  questions  in  economic  development.  These  ques-  ) 
tions  involved  possible  conflicts  among  objectives,  the 
determination  of  the  general  approach  for  mobilizing 
maximum  resources  in  an  optimum  pattern,  and  the  * 
question  of  the  character  and  extent  of  planning  and 
programming  considered  to  be  useful. 

Economic  development  is  the  continuing  process  of  ■ 
increasing  the  capacity  of  a  nation  to  produce  valued 
goods  and  services  so  as  to  achieve  rising  standards 
of  living  for  the  people.  The  goals  of  development 
cannot  be  generalized  a  priori,  since  they  should  be  I 
determined  by  the  people  themselves.  The  goals  should 
reflect  choices  with  respect  to  such  matters  as  the  relative 
desirability  of  raising  current  living  levels,  providing 
for  faster  growth  with  a  view  to  increasing  consumption 
later,  increasing  employment,  improving  the  distribution 
of  income  and  the  like.  These  objectives  are  not,  of 
course,  mutually  exclusive.  They  can  be  combined  with 
varying  degrees  of  emphasis.  Often  the  different  objec¬ 
tives  react  favourably  on  each  other — a  high  level  of 
production,  for  example,  is  generally  facilitated  by  a 
high  level  of  employment.  The  combination  of  objectives 
should,  however,  be  within  the  capacity  of  a  country  to 
achieve,  since  unrealistic  objectives  can  lead  to  waste, 
confusion  and  disillusionment. 

Limitations  on  the  rate  of  economic  development  are 
( 1 )  the  amount  of  available  and  potential  resources, 
and  (2)  the  effectiveness  of  their  use;  these  factors,  of 
course,  also  determine  current  production.  In  countries 
where  production  is  low  relative  to  the  needs  for  con- 


sumption  to  sustain  the  population,  savings  are  likely  to 
be  inadequate  to  permit  the  capital  accumulation  neces¬ 
sary  for  economic  growth.  The  objective,  under  such 
circumstances,  should  be  to  increase  current  output  both 
by  more  effective  use  of  existing  productive  resources 
and  by  attempts  to  enlarge  the  availability  of  resources. 

The  basic  principle  in  economic  development  is 
the  optimum  use  of  resources,  so  as  to  maximize 
the  rate  of  growth  over  time.  This  includes  increasing 
the  availability  of  natural  resources.  In  under-developed 
countries,  this  need  is  paramount.  This  principle  of 
making  the  fullest  and  most  appropriate  use  of  resources 
frequently  resolves  what  may  otherwise  appear  as  con¬ 
flicts  among  objectives.  For  example,  there  is  not 
necessarily  a  conflict  between  the  aims  of  diversification 
and  of  making  the  best  use  of  a  country’s  comparative 
advantages.  Again,  to  the  extent  that  the  competitive 
market  system  is  operating  effectively,  the  need  for  any 
special  policies  for  allocating  resources  among  different 
purposes  is  obviated. 

Nevertheless,  there  are  almost  invariably  conflicts 
of  objectives  which  cannot  be  resolved  by  processes  such 
as  those  mentioned  in  the  preceding  paragraph.  For 
example,  there  is  frequently  conflict  between  such  aims 
as  the  desire  for  full  employment  and  maximum  growth, 
between  income  stability  and  highest  possible  level  of 
income,  and  between  the  highest  possible  income  level 
and  the  desire  for  a  degree  of  self-sufl5ciency.  Again, 
it  may  often  be  considered  necessary  to  reconcile  the 
results  of  the  process  of  economic  development  with 
social  and  cultural  values.  Often,  economic  development 
objectives  have  to  be  reconciled  with  national  defence 
requirements.  These  problems  are  obviously  important 
in  most  ECAFE  countries.  In  many  cases,  it  is  possible 
to  devise  suitable  policies  which  narrow  down  the  area 
of  conflict  among  different  desirable  objectives.  It  is 
essential  that  a  country  should  always  try  to  know  the 
cost  of  seeking  particular  objectives,  in  terms  of  the 
other  things  which  have  to  be  given  up.  The  economist 
has  an  important  role  in  measuring  these  costs  as  a 
basis  for  informed  policy  making.  The  difiiculties  of 
estimating  costs  are  recognized,  but  it  is  important  that 
an  effort  should  be  made  to  determine  them. 

Many  of  these  conflicts  arise  because  it  is  not 
possible  for  a  country  to  use  more  than  the  total  amount 
of  resources  available  to  it.  They  come  out  in  a  parti¬ 
cularly  acute  and  important  form  in  the  choices  between 
immediate  consumption  and  rapid  growth  based  on  high 
levels  of  investment.  The  major  conflict  for  the  countries 
of  the  ECAFE  region  is  the  conflict  between  present  and 
future  consumption — the  problem  of  time  preference. 


The  problem  of  conflicts  among  objectives  cannot 
be  resolved  by  a  bureaucratic  decision  in  a  democratic 
society.  The  people  register  their  choices  among  diffe¬ 
rent  objectives  and  their  judgments  as  to  the  effectiveness 
and  desirability  of  alternative  means — continuously  in 
the  market  place,  and  at  the  ballot  box  and  through 
various  forums  for  the  expression  of  public  opinion. 
Where  plans,  programmes  and  budgets  do  not  conform 
to  popular  decisions  they  are  changed. 

Given  the  objectives  of  economic  development,  the 
question  arises  as  to  the  extent  to  which  these  should 
be  achieved  by  direct  government  participation  in 
economic  activity.  This  is  a  question  which  turns  on  a 
large  number  of  political,  economic  and  administrative 
considerations.  One  hundred  per  cent  laissez  faire  on 
the  one  hand  or  complete  centralization  of  economic 
activity  in  the  hand  of  the  government  on  the  other  may 
or  may  not  be  possible.  But  the  practical  choice  before 
countries  in  this  region  is  not  one  or  the  other  of  these 
two  extremes. 

Most  of  the  countries  of  the  ECAFE  region  are 
essentially  mixed  public  and  private  economies.  One 
cannot  be  doctrinaire  with  respect  to  the  proper  mixture 
of  public  and  private  enterprise,  and  in  practice  countries 
tend  to  proceed  on  a  case  by  case  basis  after  an  evaluation 
of  alternative  methods.  Historical,  political  and  social 
factors  may  all  play  a  part.  While  the  extent  and  pattern 
varies  markedly  among  countries,  direct  government 
investment  in  basic  facilities  such  as  power,  transport, 
communications  and  irrigation  is  almost  unavoidable. 
Also  there  are  other  fields  where  lack  of  private  interest 
or  capacity  may  necessitate  public  participation.  At  the 
same  time,  private  investors  willing  and  able  to  establish 
and  operate  such  undertakings  should  be  encouraged  to 
do  so.  It  is  also  important  to  emphasize  that  govern¬ 
ment  initiative  and  private  initiative  are  not  mutually 
exclusive.  Private  participation  plays  an  important  part 
in  the  execution  of  many  public  projects.  At  the  same 
time,  governments  can  and  do  have  a  useful  role  in 
creating  conditions  whereby  private  initiative  can  be 
developed  and  exercised  to  the  fullest  extent.  Technolo¬ 
gical  research  and  its  application  to  economic  develop¬ 
ment  is  another  extremely  important  field  where  there 
is  ample  scope  for  both  government  and  private  initiative. 

The  purpose  of  planning,  programming  and  budget¬ 
ing  in  the  public  sector,  given  the  objectives  of  policy, 
is  to  ensure  maximum  efficiency  of  the  economy  as 
a  whole.  This  not  only  requires  efficiency  in  the 
performance  of  the  government’s  direct  investment 
programmes  hut  must  also  take  account  of  the  impact 
of  these  programmes  on  the  private  sector. 
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The  machinery  and  the  extent  of  government 
planning,  programming  and  budgeting  will  vary  from 
country  to  country  depending  on  the  nature  and  degree 
of  direct  participation  in  economic  development,  the 
availability  of  information,  the  skill  in  using  techniques 
and  the  political  organization  of  the  country.  Whatever 
the  nature  and  extent  of  planning,  programming  and 
budgeting,  the  procedures  must  be  flexible,  adaptable 
and  frequently  reassessed  to  permit  the  adjustments 
necessitated  by  changing  circumstances  and  errors  in 
judgment.  The  means  called  for  must  be  in  keeping 
with  the  legal  and  ethical  standards  of  the  country.  Of 
key  importance  is  the  principle  that  these  are  technical 
and  administrative  operations  and  must  be  subject  to 
popular  approval. 

Government  planning,  programming  and  budgeting, 
irrespective  of  the  choice  made  between  direct  and 
indirect  government  participation  in  the  economy,  require 
procedures  whereby  trends  and  potentials  for  each  major 
sector  of  the  economy  are  carefully  appraised  and  related 
to  the  total.  Important  among  the  types  of  information 
and  data  needed  are:  labour  force,  productivity,  hours 
of  work,  consumer  income  and  demand,  private 
investment,  and  central,  regional  and  local  government 
demands  on  resources  to  carry  out  their  operations  and 
investments.  Achievement  of  desired  economic  develop¬ 
ment  and  related  objectives  can  best  be  obtained  if 
policy  makers,  both  public  and  private,  have  available 
an  internally  consistent  set  of  assumptions  with  respect 
to  these  and  other  items  together  with  the  best  judgment 
of  economic  technicians  as  to  the  probable  effect  of 
alternative  courses  of  policy  action. 

A  crucial  requirement  in  planning,  programming 
and  budgeting,  therefore,  is  knowledge  of  economic 
phenomena  in  a  given  setting.  Limitations  on  knowledge 
represent  the  chief  obstacle.  While  such  limitations  are 
universal,  they  are  likely  to  be  particularly  pronounced 
in  under-developed  countries.  The  first  step,  therefore, 
for  countries  seeking  economic  development  is  to  obtain 
reliable  information.  On  the  basis  of  this  information, 
decisions  must  be  made  about  the  economic  policies  to 
be  followed.  The  remainder  of  this  report  is  concerned 
with  a  discussion  of  some  of  the  major  means  of 
implementation  open  to  governments. 

Means  of  implementation  of  policy 

PuBuc  Investment 

The  Working  Party  recognized  the  importance  of 
the  role  to  be  played  by  public  investment  in  the  initial 
stages  of  economic  development  in  most  countries  of 
the  ECAFE  region.  Such  undertakings  are  necessary 


(1)  to  provide  facilities  such  as  power,  railroads  and  ' 
communications  which  are  basic  to  further  developmental  ^ 
investment,  and  (2)  to  provide  investment  in  other  vital 
areas  where  private  initiative,  capital  and  know-how  are  ' 
lacking.  Furthermore,  it  was  recognized  that  at  all  times  | 
governments  should  play  an  active  role  in  providing  i 
health,  education  and  technological  research  services. 

The  factors  which  determine  both  the  magnitude  * 
and  the  pattern  of  public  investment  stem  primarily 
from  the  social  system  and  the  political  climate  of  the 
country.  There  are,  however,  important  economic 
factors.  Among  them  are  the  scope  and  degree  of  private 
initiative,  the  ability  of  the  government  to  mobilize  the 
resources  required,  and  the  pattern  of  investment  sought. 
Fundamentally,  the  role  of  public  investment  should  be 
determined  from  the  viewpoint  of  economic  effectiveness 
which  should  be  measured  in  terms  of  alternative  uses 
of  investible  resources  to  meet  the  countries’  objectives 
as  well  as  the  relative  efficiency  of  public  vs.  private  , 
investment. 

Hence,  the  discussion  of  both  the  magnitude  and 
pattern  of  public  investment  should  not  ignore  considera-  ' 
tion  of  “economic  costs”.  This  is  particularly  important 
in  most  under-developed  countries  where  investible  capital 
resources  are  particularly  scarce  in  relation  to  other  ’ 
factors  of  production.  It  is  not  enough  to  identify  the 
“need”  for  specific  types  of  public  investment.  It  is 
also  necessary  to  consider  at  what  economic  cost  such  I 
investment  can  be  made.  The  problem,  however,  is  in  , 
measuring  such  cost,  particularly  in  an  environment 
where  the  economic  phenomena  involved  cannot  easily 
be  quantified.  Efforts  must  therefore  be  made  to  seek  ) 
solutions  to  this  problem  by  devising  appropriate 
measures. 

This  cost  criterion,  which  is  rather  difficult  to  apply, 
is  particularly  important  in  considering  the  “need”  for 
basic  facilities.  This  is  because  the  magnitude  of 
overhead  investments  in  such  facilities  makes  it  difficult 
to  make  precise  quantitative  assessments  of  the  relation¬ 
ship  between  input  and  output,  and  also  because  there 
is  no  direct  return  from  most  such  overhead  investments. 

The  pattern  of  investment,  whether  private  or  public, 
and  the  priorities  of  public  investment  to  be  observed 
in  development  programmes,  can  only  be  determined  in 
the  light  of  circumstances  in  each  country.  The  need 
for  giving  adequate  importance  to  economic  and  social 
overheads  like  transport,  power,  education  and  medical 
facilities  is  self-evident  in  all  under-developed  economies.  . 
Most  countries  in  the  region  have  also  found  it  necessary 
to  devote  special  attention  to  agricultural  programmes,  i 
and  certain  other  essential  consumer  goods  like  textiles,  j 
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However,  it  is  important  to  give  special  emphasis  to  the 
possibility  of  developing  basic  industries,  such  as  iron 
and  steel  and  machine-building,  in  countries  where  it 
would  be  economical;  such  development  might  involve 
either  private  or  public  ownership.  Development  implies 
more  and  more  investment  and  it  is  desirable  that  the 
capacity  to  produce  investment  goods  he  built  up  to  the 
largest  extent  compatible  with  economic  considerations. 
Reference  has  already  been  made  to  the  importance  of 
developing  mineral  and  other  natural  resources  in  the 
region.  No  generalisation,  however,  about  the  desirable 
pattern  of  investment  would  be  valid  for  all  ECAFE 
countries.  It  is  generally  recognized  that  sustained 
development  in  the  region  would  require  a  balanced 
growth  of  industries.  At  the  same  time,  the  pattern 
of  investment  chosen  must  conform  to  the  criteria  of 
efficient  use  of  resources  and  conscious  choice  among 
conflicting  objectives  to  which  attention  has  been  drawn 
earlier. 

Public  expenditures  on  economic  services,  parti¬ 
cularly  for  the  development  of  technology  and  its  research 
and  application  to  the  raising  of  productivity  in  high 
priority  sectors,  are  generally  desirable  in  most  countries 
of  this  region.  This  is  one  of  the  areas  in  which  there 
is  particular  scope  for  foreign  funds  and  experience. 
At  the  same  time,  it  was  stressed  that  insofar  as  under¬ 
developed  countries  are  characterized  by  a  “surplus”  of 
“under-employed”  labour  force,  such  research  should  be 
made  to  develop  particular  techniques  for  labour-intensive 
projects  instead  of  merely  following  capital-intensive 
techniques  of  the  Western  type. 

In  order  to  make  fuller  uses  of  resources,  deficit 
financing,  to  some  extent,  may  be  desirable.  It  is, 
however,  very  important  to  avoid  inflation.  Hence,  the 
money  income  to  be  generated  and  the  output  to  be 
produced  should  be  in  balance.  The  question  of  whether 
slow-yielding  investment  projects  should  be  financed  by 
tax  revenue  or  the  sale  of  bonds  to  the  public  and 
quick-yielding  project  by  credit  expansion  was  discussed, 
but  no  conclusions  were  reached.  Such  issues  must  be 
studied  further  in  connection  with  determining  the 
pattern  and  source  of  financing  of  public  investment. 

Common  to  all  forms  of  enterprises  is  the  importance 
of  assuring  an  adequate  mechanism  for  objective  and 
continuing  testing  of  efficiency.  Often  public  enterprises 
are  insulated  against  such  tests.  Where  the  area  of 
public  enterprise  is  large  in  relation  to  the  private  sector, 
such  insulation  tends  to  be  particularly  serious.  On 
the  other  hand,  public  enterprises  have  to  take  into 
account  broader  considerations  of  national  policy,  and 
are  often  subject  to  pressures  for  higher  wages  and  lower 


prices  for  their  products.  It  is  desirable  to  expose 
the  management  of  public  enterprises  to  the  market 
mechanism,  insofar  as  possible,  in  order  to  improve 
efficiency.  Where  this  is  not  possible,  an  audit  system 
designed  to  measure  efficiency  is  desirable.  For  all  types 
of  public  organizations  it  is  highly  desirable  to  establish 
appropriate  accounting  systems  which  make  clear  whether 
profits  or  losses  have  occurred.  It  is  recognized  that 
there  are  technical  difficulties  in  checking  the  efficiency 
of  public  enterprises.  Further  efforts  should  be  made 
to  find  ways  and  means  of  meeting  this  requirement. 

In  most  ECAFE  countries,  many  problems  of 
organization  and  administration  of  public  enterprises, 
causing  a  lack  of  initiative  and  low  efficiency,  may  be 
attributed  mainly  to  the  human  factor.  Under-developed 
countries  are  apt  to  lack  sufficient  trained  and  experienced 
personnel  to  develop  and  carry  out  economic  development 
plans.  The  Working  Party  recognized  that  the  managers 
of  industry  even  in  private  enterprise  do  not  always  work 
for  maximum  personal  gains,  and  that  the  basic  problem 
is  a  scarcity  of  managerial  skill  in  the  region.  However, 
this  problem  is  rendered  particularly  acute  when  higher 
levels  of  salaries,  wages  and  the  like  are  paid  by  the 
private  sector.  These  personnel  deficiencies  can  be 
overcome,  to  a  limited  extent,  by  foreign  technicians  and 
consultants.  But  the  need  of  the  countries  of  the  region 
can  be  met  only  by  the  training  of  large  number  of 
people  of  the  region.  In  this  connection,  the  initiative 
must  come  from  the  government  to  train  requisite 
personnel  to  manage  public  enterprise;  the  assistance  of 
foreign  countries  and  private  organizations  will  also 
undoubtedly  be  helpful  in  carrying  through  the  necessary 
training  programmes.  In  all  these  respects  immediate 
steps  should  be  taken  to  fill  the  deficiencies. 

An  important  problem  that  arises  in  connection 
with  the  management  of  public  enterprises  is  that  of 
reconciling  the  need  for  accountability  to  the  parliament 
or  legislature  on  the  one  hand  and  the  desirability  of 
permitting  enough  initiative  and  freedom  to  management 
on  the  other.  It  goes  without  saying  that  parliament 
should  exercise  a  careful  watch  over  the  operations  of 
public  enterprises.  Indeed,  in  democratic  societies,  the 
operations  of  public  enterprises  no  less  than  those  of 
private  enterprises  should  be  subject  to  review,  discussion 
and  criticism  at  many  levels — in  the  parliament,  in  the 
press  and  the  like.  Nevertheless,  the  day-to-day  manage¬ 
ment  of  large  and  complex  enterprises  is  hardly  possible 
if  all  minor  decisions  are  to  be  subjected  to  strictest 
canons  of  efficiency  audit  in  the  light  of  hindsight.  No 
enterprise  can  be  run  without  taking  calculated  risks, 
and  some  decisions  are  bound  to  go  wrong  in  any  venture. 
Essentially,  this  is  a  problem  of  working  out  mutually 
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agreed  arrangements  between  the  executive  and  the 
legislature  as  to  the  kinds  of  decision  over  which 
parliament  should  exercise  a  careful  watch  and  others 
over  which  it  would  pass  judgment  in  terms  of  over-all 
results  only.  The  form  of  audit  appropriate  to  public 
enterprises  should  also  be  evolved  so  as  to  combine 
eflSciency  and  initiative  with  control.  Procedure  evolved 
over  time  for  government  departments  should  not  be 
applied  mechanically  to  public  enterprises. 

The  importance  of  the  pricing  policy  followed  by 
public  enterprises  was  emphasized.  Insofar  as  the  major 
prerequisite  for  economic  development  is  to  raise  the 
rate  of  national  saving,  it  is  reasonable  in  many 
cases  that  prices  charged  by  public  enterprises  should 
be  set  so  as  to  increase  the  rate  of  public  savings 
by  absorbing  purchasing  power  from  the  private  sector. 
In  some  cases,  on  the  other  hand,  it  may  be  justifiable 
for  a  time  to  sell  the  products  or  services  of  public 
enterprises  at  prices  below  the  costs  of  production  in 
order  to  stimulate  economic  activities  in  the  private 
sector.  However,  the  fact  that  public  enterprises  can 
operate  at  sizable  losses  over  a  period  must  not  be 
misconstrued  as  indicating  that  it  is  desirable  for  them 
to  do  so  over  a  long  period.  Such  price  policies  may 
contribute  to  a  misallocation  of  resources  often  leading 
to  relatively  undesirable  or  even  wasteful  investment. 

Monetary  and  Credit  Poucy 

The  policies  and  measures  best  suited  to  promote 
economic  development  can  hardly  be  discussed  in  isola¬ 
tion  from  each  other.  This  is  particularly  true  of 
monetary  and  credit  policy.  In  most  countries  of  the 
region,  monetary  disturbances  arise  more  frequently  from 
fiscal  and  foreign  exchange  operations  than  from  the 
operations  of  the  banking  system  and  it  is  difficult  to 
demarcate  precisely  the  sphere  of  monetary  and  credit 
policy  from  that  of  policies  in  other  fields.  Given  an 
appropriate  framework  of  fiscal  and  other  policies, 
however,  monetary  and  credit  policy  has  a  positive  role 
to  play  in  facilitating  the  process  of  development. 

A  developing  economy  requires  the  fullest  realisation 
of  its  saving  potential  and  an  appropriate  flow  of  funds 
to  finance  the  growing  volume  of  production  and  invest¬ 
ment.  Some  amount  of  credit  creation  and  an  expansion 
of  credit  facilities,  therefore,  are  necessary  conditions 
for  economic  development.  At  the  same  time,  care  must 
be  taken  to  avoid  the  emergence  of  inflation.  Country 
after  country  in  the  ECAFE  region  (as  elsewhere)  has 
witnessed  the  corroding  effects  of  inflation  on  the 
willingness  of  the  people  to  save  and  the  social  tensions 
and  misdirection  of  resources  which  inflation  creates  in 


its  wake.  There  is  no  formula  which  can  help  determine 
in  advance  the  amount  of  credit  creation  which  is  both  j 
necessary  and  safe.  But  clearly,  there  is  need  for  recon¬ 
ciling  the  needs  of  expansion  with  the  maintenance  of  ' 
reasonable  price-stability. 

The  genuine  need  for  the  expansion  of  credit 
facilities  has  led  to  the  establishment  of  a  number  of  ^ 
public  or  semi-public  financial  institutions  in  most 
ECAFE  countries.  The  traditional  credit  institutions, 
such  as  commercial  banks,  are  not  always  in  a  position 
to  meet  all  the  requirements  of  particular  sectors.  The 
provision  of  long-term  or  medium-term  finance  and  the 
assumption  of  risks  involved  in  advancing  credit  to  new  , 
enterprises  or  to  the  large  number  of  small  producers 
who  are  not  able  to  offer  adequate  security  (except  in 
the  shape  of  future  production)  are  functions  which 
often  are  not  satisfactorily  performed  in  under-developed 
economies.  The  establishment  of  specialized  financial 
institutions,  therefore,  plays  a  positive  role  in  promoting  i 
productive  effort.  Many  countries  have  found  it  con¬ 
venient  to  establish  a  large  number  of  separate  institutions 
with  well-defined  specific  functions.  Such  specialization  > 
clearly  makes  it  possible  to  avoid  duplication  and  pro¬ 
vides  for  more  systematic  supervision  and  control.  At 
the  same  time,  it  is  important  that  countries  with  a  ) 
wide  variety  of  financial  institutions  take  a  co-ordinated 
view  of  the  activities  of  the  different  agencies  so  as  to 
ensure  that  the  over-all  expansion  of  credit  is  consistent 
with  the  needs  of  stability.  The  preparation  of  a  credit 
budget  covering  the  activities  of  all  the  financial  institu-  ' 
tions  might  help  in  this  direction.  i 

In  many  cases,  the  usefulness  of  financial  institu-  * 
tions  would  depend  to  a  significant  extent  on  their 
assumption  of  functions  which  are  not  strictly  within  the 
province  of  provision  of  credit.  For  example,  credit 
and  marketing  facilities  and  dissemination  of  improved 
techniques  are  closely  interlinked  and  it  may  be  desirable 
to  devise  multi-purpose  institutions  with  an  integrated 
approach  to  problems  of  credit,  marketing  and  improved 
techniques.  Financial  institutions  should  also  be  con¬ 
sidered  not  only  as  providers  of  credit  but  also  as 
instruments  for  promoting  saving.  Proper  attention, 
therefore,  should  be  given  to  the  progress  of  such 
institutions  as  life  insurance  companies.  An  equally 
important  problem  is  that  of  training  the  requisite 
personnel  for  manning  efficiently  the  increasing  range  of  ^ 
financial  institutions  in  the  region. 

The  Working  Party  considered  the  question  of  the  , 
functions  and  powers  of  central  banks  in  developing  > 
economies.  Most  central  banks  in  the  region  provide 
credit  to  the  government  for  financing  developmental  j 
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projects  in  the  public  sector.  Within  limits,  this  is  both 
,  desirable  and  necessary.  As  for  central  bank  assistance 
in  promoting  the  growth  of  credit  facilities  for  the  private 
sector,  there  is  considerable  scope  for  experimentation 
in  the  light  of  the  individual  circumstances  of  each 
country.  The  rediscount  facilities  of  central  banks 
should  be  related  to  conditions  prevalent  in  countries 
I  with  largely  unorganized  or  imperfectly  organized  money 
and  capital  markets.  Similarly,  the  central  banks  should 
actively  assist,  within  limits  of  the  over-all  requirements 
of  financial  stability,  the  specialized  financial  institutions 
by  providing  credit  and  training  facilities.  It  is  not 
necessary  for  the  central  bank  to  assume  directly  the 
1  risks  involved  in  lending  to  private  parties.  But  central 
bank  assistance  to  credit  and  financial  institutions  can 
be  so  designed  as  to  permit  the  latter  to  assume  a  wider 
range  of  risks  which  are  unavoidable  in  a  developing 
economy. 

,  In  this  connexion,  the  desirability  of  linking  the 

power  of  the  central  bank  to  issue  currency  to  its 
holdings  of  foreign  exchange  was  also  considered  by 
the  Working  Party.  As  the  level  of  production  and 
foreign  trade  rises,  a  country  comes  to  require  a  larger 
foreign  exchange  reserve  to  tide  over  temporary  balance 
of  payments  difficulties.  In  most  under-developed  coun¬ 
tries,  inflationary  tendencies  manifest  themselves  quickly 
in  an  adverse  balance  of  payments;  while  payments 
deficits  in  themselves  would  be  anti-inflationary,  they 
obviously  cannot  provide  a  continuing  remedy  for  the 
problem  of  inflation.  It  can,  therefore,  be  argued  that 
linking  note  issue  to  the  size  of  foreign  exchange  reserves 
ensures  the  prompt  employment  of  corrective  policies 
and  the  avoidance  of  excessive  credit  expansion.  There 
is,  in  addition,  the  factor  of  public  confidence  in  the 
currency  to  be  taken  into  account.  On  tbe  other  hand, 
some  experts  felt  that  a  rigid  requirement  as  to  the 
amount  of  foreign  exchange  to  be  held  by  the  central 
bank  (either  in  absolute  amount  or  in  a  prescribed 
proportion  to  the  size  of  the  note  issue!  implies,  in 
effect,  a  virtual  immobilization  of  a  part  of  reserves 
for  balance  of  payments  purposes.  It  also  requires 
drastic  modifications  of  internal  policies  in  response  to 
unavoidable  fluctuations  in  foreign  exchange  reserves — 
unless  these  reserves  are  normally  kept  well  above  the 
required  minimum,  thus  adding  to  the  burden  of  virtually 
immobilized  reserves.  The  Working  Party  felt  that  some 
check  on  the  powers  of  the  central  bank  to  expand  credit 
is  clearly  desirable.  To  a  certain  extent,  this  check 
could  be  provided  by  parliamentary  control  over  budget¬ 
ary  and  other  operations.  The  question  whether  there 
should  be  rigid  prescriptions  as  to  the  amount  of  foreign 
exchange  to  be  held  by  central  banks  as  cover  for  note 
issue  deserves  careful  consideration. 


In  the  short  run,  the  task  of  monetary  and  credit 
policy  is  to  counteract  the  inflationary  or  deflationary 
pressures  that  arise  from  time  to  time.  Most  countries 
in  the  ECAFE  region  have  to  contend  with  inflationary 
or  deflationary  pressures  arising  either  from  fluctuations 
in  demand  from  abroad  or  from  changes  in  the  rate  of 
stock-accumulation  at  home.  It  is  now  commonly  re¬ 
cognized  that  whereas  monetary  policy  is  hardly  adequate 
in  stimulating  flagging  demand,  it  can  play  an  important 
part  in  withholding  demand  and  in  mopping  up  excess 
liquidity.  The  traditional  instruments  of  bank  rate 
changes  and  open  market  operations  are  not  of  much 
relevance  to  most  countries  in  the  region.  The  technique 
of  variable  reserve  requirements,  however,  deserves 
careful  consideration  in  this  context.  The  experience 
of  ECAFE  countries  in  this  field  is  not  uniformly 
satisfactory;  but  it  is  so  limited  that  it  does  not  permit 
any  definitive  assessment  of  the  effectiveness  of  this 
technique  so  far.  The  use  of  variable  reserve  require¬ 
ments  also  raises  important  issues  such  as  the  need  for 
ensuring  equity  among  different  banks  with  different 
loan  policies  and  for  smooth  adjustments  to  changes  in 
policies.  The  practice  of  prescribing  reserve  require¬ 
ments  against  increases  in  deposits  beyond  a  certain 
level  rather  than  against  the  aggregate  size  of  deposits 
reduces  the  danger  of  unfairness  to  particular  banks; 
and  a  policy  of  making  frequent  but  small  changes  in 
reserve  requirements  would  absorb  much  of  the  shock 
implicit  in  a  change  of  this  nature.  On  the  whole,  this 
is  a  field  which  merits  careful  consideration  by  countries 
in  this  region. 

A  developing  economy  is  often  faced  with  the 
problem  of  curbing  investment  and  expenditure  in 
certain  directions  while  encouraging  them  in  other 
directions.  This  has  led  to  an  increasing  desire  on  the 
part  of  many  countries  to  introduce  a  measure  of 
selectiveness  in  monetary  and  credit  policy.  To  an 
extent,  the  creation  of  new  financial  institutions  for 
catering  to  the  credit  needs  of  specified  sectors  of  the 
economy  is  itself  a  form  of  selective  credit.  In  the 
nature  of  things,  it  is  easier  to  influence  the  general 
level  of  credit  than  to  shape  the  pattern  of  credit  and 
its  utilization.  Often,  selective  credit  controls  require 
an  elaborate  set  of  discretionary  judgments  on  the  part 
of  monetary  authorities  and  entail  a  degree  of  supervision 
on  the  use  of  credit  which  borders  on  direct  controls 
over  investment.  Nonetheless,  selective  credit  controls 
deserve  careful  consideration  in  the  countries  of  this 
region.  There  are  two  essential  prerequisites  of  any 
successful  use  of  selective  credit  controls,  viz.  the  co¬ 
operation  of  banks  and  the  expeditious  collection  of 
information  as  to  the  volume  and  pattern  of  bank 
advances.  In  many  countries,  control  over  bank  credit 


is  essentially  a  matter  of  gentlemanly  agreement  with 
credit  institutions  as  to  the  over-all  desirability  of  certain 
policies.  In  any  case,  the  co-operation  of  banks  is 
imperative  in  any  supervision  of  the  end-use  of  credit. 
Similarly,  although  it  is  particularly  difficult  to  interpret 
credit  trends  in  predominantly  agricultural  societies  with 
a  pronounced  seasonal  pattern  in  production,  it  is  self- 
evident  that  a  continuous  and  timely  review  of  emergent 
trends  is  vital  to  any  scheme  of  selective  credit  control. 

In  considering  the  significance  of  monetary  and 
credit  policy  in  relation  to  a  developing  economy  it  is 
important  to  say  a  word  about  the  desirable  level  and 
pattern  of  interest  rates.  High  rates  of  interest  perhaps 
do  more  to  deter  investment  than  they  do  to  promote 
savings.  Where  marginal  rates  of  taxation  are  high, 
it  can  also  be  argued  that  changes  in  interest  rates  will 
have  to  be  fairly  large  before  they  have  a  significant 
effect  on  saving  or  on  investment  decisions.  On  the 
other  hand,  the  cost  and  deterrent  effect  of  high  rates 
of  interest  can  be  easily  exaggerated  in  societies  where 
there  is  a  general  tendency  for  prices  to  rise  over  time. 
On  the  whole,  no  general  conclusion  as  to  the  desirable 
level  and  pattern  of  interest  rates  can  be  applicable  to 
all  countries  when  expectations  as  to  prices,  rates  of 
taxation  and  similar  relevant  considerations  differ  so 
widely.  All  that  can  be  said  is  that  it  is  a  sufficiency 
of  savings  that  will  ultimately  ensure  a  satisfactory  rate 
of  investment. 

The  Working  Party  strongly  endorsed  the  view  that 
countries  in  the  ECAFE  region  should  take  every  care 
to  adapt  monetary  and  credit  institutions  and  policies 
to  their  specific  needs  and  conditions.  Obsolete  con¬ 
ventions  and  rules  devised  to  meet  different  situations 
often  get  vested  with  an  altogether  unreasonable  degree 
of  sanctity.  It  is  by  no  means  clear,  for  example,  that 
the  division  of  Central  Banks  into  two  departments — 
an  issue  department  and  a  banking  department — as 
modelled  on  the  Bank  of  England  serves  any  useful 
purpose.  The  distinction  between  demand  deposits  and 
time  deposits,  again,  is  not  something  fixed  or  precise 
in  all  countries  and  it  is  a  matter  for  investigation 
whether,  for  example,  there  is  any  real  justification  for 
prescribing  different  reserve  requirements  for  deposits 
which  are  conventionally  termed  as  demand  and  time 
deposits.  Altogether,  countries  in  the  ECAFE  region 
have  had  so  far  only  a  limited  experience  with  monetary 
and  credit  policy  and  it  is  desirable  that  further  experi¬ 
mentation  in  this  field  be  related  as  closely  as  possible 
to  the  specific  needs  and  conditions  of  each  country. 

Fiscal  Poucy 

Fiscal  policy  occupies  perhaps  the  most  important 
place  among  policies  designed  to  promote  saving  and 


investment,  to  even  out  fluctuations  in  demand  and  to 
achieve  a  satisfactory  distribution  of  income  and  wealth.  , 
The  Working  Party,  therefore,  discussed  at  some  length  t 
the  role  and  significance  of  various  fiscal  devices,  i 
particularly  in  the  field  of  taxation.  I 

In  most  ECAFE  countries,  public  revenue  accounts  b 
for  only  a  small  part  of  total  national  income.  At  the  I 
same  time,  governments  are  assuming  an  increasing  role  | 
in  promoting  a  wide  variety  of  developmental  activities. 

It  is  important,  therefore,  that  public  revenues  should 
grow  appreciably  both  by  way  of  taxation  and  through  ' 
profits  of  public  enterprises.  The  principle  of  covering,  , 
by  and  large,  all  current  expenditure  of  the  government 
by  public  revenue  is  generally  accepted  in  most  countries.  ‘ 
But  with  the  assumption  of  increasing  direct  responsi¬ 
bility  for  investment,  governments  should  also  endeavour  [ 
to  finance  a  significant  part  of  such  investment  by  public 
savings,  i.e.  by  the  surplus  of  revenues  over  current  ! 
governmental  expenditure.  f 

Both  indirect  and  direct  forms  of  taxation  have  an 
important  part  to  play  in  enlarging  public  revenues.  I 
In  this  connexion,  the  Working  Party  was  of  the  opinion  [ 
that  the  general  presumption  that  all  indirect  taxes  are  | 
regressive  in  their  incidence  is  not  valid.  The  incidence  ■, 
of  a  particular  tax  is  a  matter  for  detailed  analysis;  it  > 
cannot  be  judged  simply  in  terms  of  whether  the  tax  is 
based  on  commodities  or  on  incomes.  There  is  evidence 
that  indirect  taxes  (taken  as  a  whole)  are  mildly  | 
progressive  in  their  incidence  in  several  countries.  * 
Often,  indirect  taxes  such  as  export  duties  or  exise  duties 
serve  as  efficient  and  administratively  convenient  instru-  | 
ments  for  mopping  up  the  excess  profits  of  producers 
or  traders  and  for  restraining  consumption  within  limits 
of  available  supplies.  Indirect  taxes  can  also  be  so  i 
arranged  as  to  tax  non-essential  or  luxury  consumption  | 
at  comparatively  high  rates.  In  this  connexion,  the  j 
Working  Party  noted  that  taxes  based  on  the  number  t 
of  domestic  servants  employed  and  on  floor-space 
occupied  have  played  a  part  in  the  early  stages  of 
development  in  some  of  the  advanced  countries. 

One  disadvantage  of  indirect  taxes,  where  they  are 
levied  on  a  specific  basis,  is  that  their  yield  in  real  terms  \ 
does  not  respond  fully  to  changes  in  the  price-level. 
Taxes  levied  on  a  specific  as  distinguished  from  an 
ad  valorem  basis  have  the  great  advantage  of  adminis¬ 
trative  simplicity.  But  it  is  important  to  provide  for  = 
frequent  revisions  in  rates  of  commodity  taxation  in  ) 
periods  of  significant  variations  in  the  price-level. 

There  is  considerable  scope  for  enlarging  the  range 
and  coverage  of  direct  taxation  in  most  countries  of  the 
ECAFE  region.  Essentially,  the  problem  here  is  one  of  ■ 
efficient  tax  administration  so  as  to  minimize  evasion.  I 


9 


I 

d  to  j 
lalth.  ( 
ngth  j 
ices,  , 

I 

)unts  II 
t  the  I 
role  ^ 
ities. 
lould  • 
ough 
iring, 
menl 
tries. 
>onsi- 
ivour 
tublic 
irrent  ^ 

I 

an 
snues. 
linion  ) 

;s  are 
dence 
is;  it  i 
tax  is 
dence 
nildly  | 
itries.  ‘ 
duties  \ 
nstru-  I 
lucers 
limits  ’ 
be  so  i 
iption  I 
1,  the  'i 
Limber  f 
-space 
;es  of  1 

•y  are 
terms  [ 
;-level. 
tin  an  ' 
minis- 
Je  for  ■ 
ion  in  ) 

range  ! 
of  the  I 
one  of  I 
/asion.  I 


Attention  needs  to  be  given,  therefore,  to  expanding 
training  facilities  for  tax-collectors  and  tax-administra¬ 
tors.  In  addition  to  income-taxes  and  corporation  taxes, 
taxes  on  property  or  net  worth  have  also  proved  valuable 
in  some  ECAFE  countries.  Again,  in  an  expanding 
economy,  there  is  a  general  tendency  for  capital  values 
to  appreciate  and  there  is  a  strong  case  in  equity  for 
taxing  the  gains  arising  from  such  appreciation.  Apart 
from  considerations  of  equity  or  yield,  taxes  on  net  worth 
and  capital-gains  have  the  great  advantage  that,  in  con¬ 
junction  with  taxes  on  income,  they  narrow  the  scope 
for  tax  evasion. 

Agriculture  occupies  a  predominant  position  in  most 
countries  in  the  region  and  a  considerable  part  of  the 
developmental  effort  is  devoted  to  the  improvement  of 
agriculture.  It  is  imperative  that  part  of  the  benefits 
of  improved  agricultural  productivity  should  accrue  to 
the  public  exchequer.  Whether  this  is  done  by  a  system 
of  land  taxes,  or  by  agricultural  income-tax,  betterment 
levies,  suitable  pricing  policies  for  facilities  such  as  water 
or  better  seeds  provided  by  the  government  or  by  a 
combination  of  all  these  is  a  matter  which  each  country 
must  decide  in  the  light  of  its  own  circumstances.  But 
the  need  for  channelling  a  part  of  the  increase  in  agricul¬ 
tural  incomes  to  the  exchequer  can  hardly  be  exaggerated. 

Apart  from  taxation,  public  enterprises  may  be  an 
important  means  of  enlarging  public  revenues.  Profits 
constitute  the  main  source  of  capital  accumulation  in  all 
societies  and  the  necessity  of  making  profits  and  plough¬ 
ing  them  back  is  no  less  urgent  in  the  case  of  public 
enterprise  than  for  private  enterprise.  In  this  connexion, 
the  Working  Party  noted  the  importance  of  assessing 
the  performance  of  public  enterprises  in  a  manner  which 
brings  to  the  open  all  concealed  subsidies,  either  by 
way  of  exemption  from  income-tax  or  by  concessional 
rates  charged  for  the  services  and  materials  used  by 
such  enterprises.  In  many  countries  in  the  region,  fiscal 
monopolies  have  been  established  and  operated  success¬ 
fully  in  recent  years.  To  some  extent,  in  other  countries 
also,  the  State  already  shares  in  monopoly  profits,  by 
way  of  taxes  either  on  profits  or  on  commodities,  and 
it  is  by  no  means  possible,  given  the  nature  of  markets 
and  the  paucity  of  trained  administrative  personnel,  to 
extend  the  scope  of  fiscal  monopolies  to  a  large  number 
of  commodities.  Nevertheless,  the  scope  for  such  mono¬ 
polies  with  a  view  to  augmenting  revenues  deserves 
careful  consideration. 

The  role  of  fiscal  policy  and  taxation  should  not  be 
construed  only  in  relation  to  the  needs  of  the  government. 
Attention  should  be  given  to  tbe  indirect  effects  of  fiscal 


and  taxation  policy  on  the  willingness  and  ability  of 
individual  citizens  and  entrepreneurs  to  save  and  invest. 
Indeed,  the  objective  of  development  policy  is  to  achieve 
the  highest  possible  rate  of  saving  and  investment  possible 
in  the  economy  as  a  whole  and  to  channel  investment 
along  desired  lines.  In  many  countries,  government 
budgets  provide  for  financial  assistance  to  private  pro¬ 
ducers  and  the  tax  system  is  so  designed  as  to  encourage 
the  desire  to  save  and  invest  and  to  influence  the  pattern 
of  investment.  There  is  considerable  scope  for  experi¬ 
mentation  here.  Tax-exemptions  and  similar  devices 
often  open  out  fresh  loop-holes  for  tax-evasion  and  the 
incentive  effects  of  particular  tax  devices  are  not  easy 
to  measure.  An  attempt  should,  however,  be  made  to 
assess  the  impact  of  particular  tax-concessions  employed 
and  to  adapt  these  concessions  to  emergent  trends  in  the 
light  of  actual  experience. 

For  most  countries  in  the  ECAFE  region,  the 
problem  of  instability  of  the  fiscal  system  is  as  important 
as  the  long-term  problem  of  deepening  and  widening  the 
scope  of  public  revenues.  The  countries  in  the  region 
which  are  dependent  to  a  large  extent  on  the  exports  of 
a  few  primary  commodities  are  subject  to  wide  varia¬ 
tions  in  the  demand  for  such  products  from  abroad. 
These  fluctuations  in  demand  for  exports  act  as  great 
destabilizing  factors  on  public  revenue — by  altering  the 
scope  for  taxation  both  of  exports  and  of  imports.  They 
have  also  the  effect  of  accentuating  the  adverse  incentive 
effects  of  high  and  progressive  rates  of  income  taxation 
inasmuch  as  wide  fluctuations  in  profits  often  imply  that 
the  burden  of  taxation  in  conditions  of  boom  is  excessive 
and  is  not  compensated  for  by  a  corresponding  reduction 
in  tax-burden  in  lean  periods.  The  problem  of  instability 
in  the  markets  for  primary  products  can  be  tackled 
satisfactorily  only  by  concerted  efforts  on  the  part  of 
exporting  and  importing  countries.  But  to  some  extent, 
unilateral  action  on  the  part  of  exporting  countries  can 
soften  the  impact  of  external  factors.  Some  of  the 
countries  have  found  it  useful  to  freeze  a  part  of  the 
unusually  high  earnings  of  producers  in  boom  years  and 
release  these  in  instalments  over  a  number  of  years — 
with  income-tax  levied  from  year  to  year  on  the  portions 
withdrawn  in  particular  years  rather  than  on  the  entire 
earnings  during  the  initial  period  of  accrual.  This 
device,  or  a  suitable  variant  of  it,  w'ould  seem  to  deserve 
a  more  detailed  consideration  on  the  part  of  countries 
in  this  region.  In  some  countries,  the  main  source  of 
instability  is  periodic  changes  in  inventories.  The  opera¬ 
tion  of  fiscal  or  trading  monopolies  by  the  State  often 
serves  to  provide  a  degree  of  stability  in  this  regard, 
quite  apart  from  the  revenue  considerations  referred 
to  above. 
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It  would  also  be  desirable  for  countries  to  keep 
ready  a  large  number  of  projects  so  that  these  can  be 
taken  in  hand  speedily  in  lean  periods.  By  the  same 
token,  it  would  be  desirable  to  include  in  development 
programmes  a  certain  number  of  projects  the  execution 
of  which  can  be  conveniently  spread  over  a  longer  period 
in  conditions  of  excess  demand.  Some  degree  of  flexi¬ 
bility  in  the  pace  of  development  is  inescapable  in  view 
of  the  periodic  fluctuations  in  demand;  and  a  balanced 
programme,  with  a  fair  proportion  of  projects  which 
can  be  taken  off  and  on  with  ease,  can  greatly  reduce 
the  waste  involved  in  making  periodic  alterations  in 
the  pre-determined  pace  of  development. 

The  Working  Party  also  considered  various  devices 
for  promoting  government  borrowing.  Given  the  need 
for  sizable  savings,  it  would  still  be  necessary  for 
governments  to  borrow  private  savings.  In  this  con¬ 
nexion,  the  need  for  mobilizing  small  savings  from  as 
large  a  section  of  the  people  as  possible  was  emphasized. 
For  promoting  government  borrowing  certain  countries 
have  introduced  lottery  features  in  their  borrowing  pro¬ 
grammes  whereas  some  others  have  relied  on  concessional 
rates  of  interest  or  preferential  tax  treatment.  The  need 
for  promoting  the  growth  of  life  insurance,  provident 
funds  and  other  forms  of  institutional  savings  needs 
special  emphasis. 

Fiscal  and  taxation  policy  have  abo  an  important 
part  to  play  in  achieving  a  satisfactory  distribution  of 
income  and  wealth.  In  this  connexion,  the  need  for 
public  savings  deserves  particular  mention  as  such  savings 
make  for  a  more  favourable  distribution  of  wealth.  In 
considering  the  impact  of  fiscal  policy  on  the  distribution 
of  income  and  property  it  is  important  to  give  due  weight 
to  the  distribution  of  the  benefits  of  government  expendi¬ 
ture  as  well  as  to  the  distribution  of  the  tax  burden. 
Care  must  also  be  taken  to  ensure  that  the  incentives 
to  save  and  invest  and  to  increase  production  and 
productivity  are  not  sacrificed.  In  the  long  run,  raising 
living  standards  as  fast  as  possible  at  lower  levels  is 
the  only  way  of  eliminating  poverty  in  its  worst  form; 
anything  which  retards  this  process  in  the  short  run 
can  only  defeat  the  fundamental  objective  in  view. 

The  Working  Party  did  not  consider  all  the  issues 
which  are  of  significance  in  the  field  of  fiscal  and  taxation 
policy.  The  financial  relations  between  the  Federal 
Government  and  the  Governments  of  the  federating  units, 
the  problems  of  expenditure  control  and  the  merits  and 
demerits  of  direct  taxation  based  on  expenditure  rather 
than  on  income  are  some  of  the  important  problems 
which  the  Working  Party  could  not  consider.  The  field 
of  fiscal  and  taxation  policy  is  vast  and  the  Working 


Party  had  to  select  for  discussion  some  of  the  issues  of  | 
immediate  practical  concern  to  countries  in  this  region  ) 
in  relation  to  their  over-all  programmes  of  development. 

Foreign  Trade,  Exchange  and  Investment  Policy 

The  countries  of  the  ECAFE  region  all  suffer  from 
a  tendency  to  run  easily  into  balance  of  payments  deficit, 
which  makes  it  necessary  for  them  always  to  pay  careful 
attention  to  their  balance  of  payments  positions.  On  the 
one  hand,  foreign  currency  receipts  tend  to  fluctuate  quite 
sharply  from  year  to  year,  with  changes  in  world  market 
conditions  for  the  exports  of  the  various  countries.  On 
the  other  hand,  there  is  a  heavy  and  persistent  demand  ! 
for  imports,  not  only  for  investment  but  also  for 
consumption  purposes.  In  addition,  many  countries  are 
under  pressure  on  their  balance  of  payments  as  a  result 
of  tbe  need  to  remit  the  profits  of  foreign  firms  to  their 
home  countries;  since  this  remittance  problem  is  closely 
connected  with  the  problems  of  foreign  investment  in  the  | 
region,  it  will  be  considered  together  with  those  problems, 
in  a  later  paragraph. 

On  the  side  of  export  receipts,  the  problems  arise  ‘ 
from  the  dependence  of  the  export  markets  of  most  of 
the  countries  on  a  few  primary  commodities,  whose  prices  > 
tend  to  fluctuate  quite  sharply  with  changes  in  demand 
and  supply  conditions.  On  the  side  of  imports,  the 
main  difficulty  is  that  many  of  the  capital  goods  needed  J 
for  investment  projects  can  only  be  purchased  abroad: 
in  some  countries  of  the  region,  the  import  content  of  * 
development  expenditure  has  been  as  much  as  50  per  ( 
cent.  It  is  commonly  found  that  before  the  full  poten¬ 
tialities  of  domestic  savings  are  used,  implementation  of  * 
development  plans  leads  to  a  drain  on  foreign  exchange 
reserves.  An  aggravation  of  these  problems  is  the  fact 
that  foreign  trade  accounts  for  a  substantial  part  of  the 
national  income  of  many  of  the  countries  of  the  region, 
so  that  fluctuations  in  foreign  earnings  have  very  great 
repercussions  on  the  internal  economies. 

As  a  result  of  the  conditions  outlined,  it  is  agreed  : 
by  all  the  countries  of  the  region  that  some  degree  of 
government  control  over  the  foreign  trade  situation  is 
necessary.  Some  use  is  made  of  tariffs  in  order  to 
protect  developing  industries,  and  still  more  is  made  of 
quantitative  restrictions  on  luxury  and  semi-luxury  goods 
and  on  imports  competing  with  developing  home  indus-  | 
tries.  On  the  other  hand,  relatively  few  countries  in  the 
region  make  use  of  multiple  exchange  rate  systems.  I 
Moreover,  it  is  widely  believed  that  devaluation  of  the  i 
currency  or  fluctuating  exchange  rates  are  not  usually  [' 
appropriate  measures  for  dealing  with  balance  of  pay-  t 
ments  difficulties  of  the  type  outlined.  I 
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The  difficulties  involved  in  the  administration  of 
restrictions  over  foreign  trade  are  widely  recognized, 
although  it  can  be  argued  that  close  government  control 
over  foreign  trade  makes  it  easier  to  plan  the  economy. 
In  any  case,  it  is  considered  that  trade  and  exchange 
policy  should,  as  far  as  possible,  run  in  line  with  internal 
fiscal  and  monetary  policy.  While  some  countries  have 
entered  into  bilateral  agreements  in  order  to  diversify 
their  markets,  it  was  pointed  out  that  there  is  in  some 
cases  the  danger  that  a  country  may  weaken  its 
bargaining  position  by  becoming  too  closely  dependent 
on  particular  markets  for  its  exports.  Several  countries 
in  the  region  have  suffered  difficulties  as  a  result  of 
having  frozen  bilateral  balances. 

Generally  speaking,  pressures  on  the  balance  of 
payments  can  be  reduced  by  encouraging  the  development 
of  import  saving  and  export  promoting  industries.  It 
is  desirable  that,  as  far  as  possible,  import  saving  projects 
should  concentrate  on  those  lines  of  production  where 
the  local  industry  will  come,  in  time,  to  be  competitive 
with  imports  from  the  economically  more  advanced 
countries.  In  making  decisions  about  where  such 
developments  should  be  concentrated,  it  should  be  borne 
in  mind  that  the  local  industry  will  have  to  catch  up 
with  overseas  industries  which  are  themselves  in  most 
cases  continually  improving  their  productivity. 

In  this  connexion,  it  may  well  be  worth  encouraging 
the  opening  of  branch  factories  by  foreign  firms,  or 
formation  of  joint  ventures  between  foreign  firms  and 
national  public  or  private  capital.  This  tendency,  which 
is  likely  to  grow  as  the  development  programmes  lead 
to  rising  incomes  and  to  continuing  pressure  on  the 
balance  of  payments,  is  one  of  the  more  optimistic  signs 
for  the  future  of  external  private  investment  in  the  region. 
Other  hopeful  signs  include  the  prospect  of  operations 
by  the  International  Finance  Corporation  and  the 
development  of  capital  inflows  on  a  negotiated  basis 
between  private  partners.  The  inflow  of  foreign  private 
capital  will  be  facilitated  to  the  extent  that  the  develop¬ 
ment  of  basic  social  and  economic  projects  is  speeded 
up.  In  this  field  there  are  prospects  for  the  continuation 
of  the  inflow  of  capital  from  public  sources,  as  through 
government-to-government  loans  and  aid,  and  loans  from 
international  organizations. 

There  are  several  factors  which  limit  the  inflow  of 
foreign  private  capital  into  the  area.  The  reasons  for 
this  limitation  arise  both  on  the  side  of  the  capital 
receiving  countries  and  of  the  capital  suppliers.  One 
difficulty  that  can  be  overcome  relatively  easily  is  that 
of  ignorance  of  investment  opportunities  on  the  part  of 
potential  investors  in  overseas  countries.  Most  of  the 


difficulties  are,  however,  much  more  fundamental.  On 
the  supply  side,  there  is  the  fact  that  supplies  of  capital 
are  scarce  in  the  capital  supplying  countries,  and  that 
high  returns  can  be  earned  from  investment  within  most 
of  them.  To  the  extent  that  some  of  the  difficulties  on 
the  receiving  side  could  be  overcome,  it  would  not 
necessarily  be  desirable,  since  it  might  demand  reversal 
of  internal  economic  policies  in  the  borrowing  countries, 
for  the  sake  of  what  would  probably  be  a  relatively 
small  increase  in  the  inflow  of  private  capital.  This  is 
particularly  true  of  those  countries  which  are  trying  to 
direct  their  economic  development  along  channels  other 
than  those  which  might  have  been  chosen  by  private 
enterprise.  In  the  nature  of  things,  private  foreign 
capital  prefers  conditions  where  it  can  flourish:  this 
often  contradicts  the  desire  of  many  countries  to  direct 
investment  into  particular  channels.  This  contradiction 
cannot  be  reconciled  by  letting  foreign  private  capital 
go  where  it  will  and  then  forcing  domestic  capital  into 
the  remaining  channels;  apart  from  the  obvious  difficulty 
in  discriminating  against  domestic  enterprise,  this  may 
lead  to  a  dissipation  of  domestic  capital  resources,  and 
moreover,  it  puts  excessive  strains  on  the  mechanism 
for  controlling  domestic  investment.  As  a  result,  many 
of  the  countries  of  the  region  have  found  it  necessary 
to  screen  proposed  foreign  investments,  to  see  whether 
they  fit  in  with  national  requirements  and  to  determine 
their  balance  of  payments  implications.  Even  if  it  be 
true  that  most  projects  do  eventually  pass  this  screen, 
and  that  approved  projects  become  entitled  to  privileges 
in  turn,  the  fact  remains  that  its  existence  still  acts  as 
a  discouragement  to  some  foreign  capital,  because  of 
the  administrative  delays  and  uncertainties  which  are 
inevitably  involved  in  any  screening  process.  Some 
countries  have  found  it  useful  to  set  up  a  single  agency 
for  dealing  with  foreign  firms  who  wish  to  invest  in 
these  countries  and  to  co-ordinate  the  processing  of 
applications  through  the  various  departments  concerned. 

High  taxation  leveb  in  some  of  the  countries  of  the 
region  also  act  as  a  discouragement  to  private  foreign 
capital.  There  is  room  for  further  negotiation  of  double 
taxation  treaties  between  countries  in  the  region  and 
major  capital  supplying  countries.  In  some  countries, 
it  has  been  found  possible  to  grant  various  kinds  of 
tax  concession  to  foreign  investors,  but  in  others  it  is 
not  considered  desirable  to  give  to  foreign  businessmen 
concessions  which  are  not  available  to  everyone. 

A  further  difficulty  is  that  investors  are  less  willing 
to  come  to  a  country  if  they  are  unable  to  remit  their 
profits  back  to  their  home  countries,  and  if  necessary 
to  withdraw  their  capital  again.  On  the  other  hand,  such 
remittances  involve  an  additional  strain  on  the  balance 
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of  payments  so  that  there  is  a  strong  temptation  to 
restrict  them.  Generally  speaking,  the  countries  of  the 
region  allow  quite  substantial  remittances  but  even  when 
this  is  the  case,  foreign  investors  must  always  face  the 
risk  that  the  regulations  may  be  tightened  up  and  that 
they  may  find  their  profits  frozen. 

There  are  other  difficulties  which  tend  to  inhibit 
private  investment  in  the  region,  such  as  fear  of  political 
instability,  nationalization  or  forced  withdrawal.  Inevit¬ 
ably,  nationalization  of  private  enterprises  in  any  part 
of  the  world  tends  to  cause  fear  of  nationalization 
elsewhere.  At  the  same  time,  the  rights  of  countries 
under  international  law  must  be  recognized.  Many 
countries  have  found  it  useful  to  make  arrangements 
on  a  government-to-government  basis  in  order  to  create 
more  confidence  for  foreign  investors.  It  is  also  neces¬ 
sary  to  recognize  the  origin  of  the  existing  climate  of 
opinion  concerning  foreign  investment  in  the  countries 
of  the  region  which  have  only  recently  achieved  political 
independence;  there  is  a  fear  of  economic  subjugation 
which  may  take  some  time  to  disperse.  It  is  impossible 
to  separate  the  question  of  private  capital  inflows  from 
these  political  factors,  and  it  has  to  be  accepted  that 
they  are  likely  to  be  a  factor  limiting  such  flows.  Much 
the  greater  part  of  the  private  capital  used  to  contribute 
to  the  economic  development  of  the  region  must  come 
from  the  savings  of  individuals  and  firms  within  the 
region,  but,  in  view  of  the  scarcity  of  capital  in  the 
region,  it  is  most  desirable  to  go  as  far  as  possible 
towards  removing  obstacles  to  the  inflow  of  external 
private  capital. 

Direct  concrols 

The  Working  Party  gave  some  consideration  to  the 
use  of  direct  controls  to  influence  the  private  sector  of 
the  economy.  It  was  generally  considered  that  such 
controls  are  necessary;  at  the  same  time,  there  were 
limitations  on  the  extent  to  which  they  could  be  used 
because  of  the  limitations  of  the  administrative  machine. 
Moreover,  there  was  a  general  awareness  of  the  economic 
disadvantages  of  excessive  reliance  on  such  controls  over 
the  allocation  of  resources. 

As  an  example,  it  was  considered  that  price  control 
often  leads  to  black  markets  and  causes  other  harmful 
effects  (such  as  diversion  of  production  to  goods  whose 
prices  are  not  controlled)  unless  the  control  system  is 
very  extensive.  Moreover,  very  detailed  controls  may 
be  needed  if  they  are  to  be  operated  equitably.  In  any 
case,  controls  frequently  tend  to  freeze  productive  tech¬ 
niques.  They  can  also  cause  waste  because  of  inaccurate 
forecasting  by  administrators,  and  cause  undesirable 


strain  if  speculation  about  changes  in  controls  should  ' 
arise.  Moreover,  controls  may  be  subverted  to  uses  for  ; 
which  they  were  not  originally  intended.  Once  controls 
have  become  established,  there  is  a  danger  that  they 
may  still  be  employed  even  after  their  usefulness  has 
ended.  i 

In  spite  of  general  awareness  of  these  disadvantages,  j 
which  leads  to  a  degree  of  uneasiness  about  using 
controls,  it  was  agreed  that  the  countries  of  the  region 
must  make  use  of  controls,  both  in  detail  and  at  strategic 
points.  In  a  process  of  development  it  is  inevitable 
that  scarcities  will  develop  in  particular  sectors  from 
time  to  time,  and  while  every  effort  should  be  made 
to  provide  more  permanent  solutions,  by  other  means, 
it  may  well  become  necessary  at  times  to  allocate  scarce 
commodities  in  order  that  specific  shortages  do  not  hold  , 
back  the  progress  in  other  sectors. 

Social  and  Institutional  Policies  ; 

The  ultimate  goal  of  development  should  be  the 
achievement  of  a  pattern  of  society  which  conforms  to 
the  basic  values  of  the  people.  At  the  same  time,  the 
stated  objectives  of  the  several  development  plans  of  the 
countries  in  the  region  such  as  increasing  the  level  of 
employment,  increasing  the  national  income,  increasing 
production,  and  the  like,  will  undoubtedly  create  tensions 
if  appropriate  adjustments  are  not  made  in  the  social 
and  institutional  framework. 

» 

This  being  the  basic  problem  underlying  the 
relationship  between  economic  development  and  social  I 
and  institutional  policies,  an  important  consideration  for  j 
planners  and  policy-makers  is  to  encourage  the  develop¬ 
ment  of  a  social  and  institutional  framework  which  is 
conducive  to  more  rapid  economic  development.  In  | 
order  to  avoid  mistakes  it  would  be  advisable  for 
economists  to  work  in  close  co-operation  with  experts 
on  social  matters  in  tackling  these  problems. 

The  predominance  of  agriculture  in  the  region  has 
a  strong  impact  on  the  whole  process  of  development. 
The  view  has  been  widely  expressed  in  the  Working 
Party  that  without  a  sound  rural  economy  industrialisa¬ 
tion  cannot  be  successful.  The  social  structure  and 
social  outlook  in  the  rural  sector  need,  therefore,  to  be 
changed  in  many  fundamental  respects  in  order  to 
achieve  economic  improvement.  In  this  respect  two 
categories  of  measures  deserve  special  mention,  namely, 
agrarian  reforms  and  programmes  of  self-help  like  co¬ 
operatives  and  community  development  programmes. 

The  Working  Party  discussed  the  question  of 
agrarian  reforms.  In  many  countries  of  the  region 
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measures  of  agrarian  reform  such  as  redistribution  of 
land,  land  reclamation,  limitation  of  the  size  of  private 
holdings,  and  the  like  have  induced  farmers  to  increase 
their  production  and  have  helped  to  ease  the  unemploy¬ 
ment  and  under-employment  problems.  The  introduction 
of  further  measures  of  this  kind  was,  therefore, 
recommended. 

The  Working  Party  emphasized  the  importance  of 
the  creation  of  co-operatives  both  in  the  rural  and  the 
urban  areas.  In  several  countries  of  the  region  the 
achievement  made  by  co-operative  societies  were  sub¬ 
stantial  and  satisfactory.  They  are  based  on  existing 
principles  of  mutual  self-help  and  encouraging  private 
initiative;  stress  has  also  been  laid  on  the  principle  of 
voluntary  participation.  Co-operatives  can  form  a  link 
between  big  industries  and  cottage  industries.  In  most 
of  these  countries,  however,  government  guidance  and 
supervision  of  the  establishment  and  operations  of  co¬ 
operative  societies  seem  to  be  necessary. 

In  most  countries  of  the  region  community  develop¬ 
ment  programmes  form  an  integral  and  important  part 
of  general  planning.  These  programmes  are  based  on 
the  principle  of  mutual  self-help — a  practice  which  has 
existed  in  large  parts  of  the  region  for  many  years. 
In  most  cases  enthusiastic  response  of  the  people  has 
been  reported.  The  programmes  exist  within  a  co¬ 
ordinated  framework  of  all  services,  like  agricultural 
extension,  irrigation,  education,  health;  at  the  same  time 
the  programmes  urge  the  people  themselves  to  bear 
responsibility  for  the  welfare  of  their  own  communities. 
While  governments  render  assistance  in  the  dissemination 
of  knowledge  in  the  different  techniques  and  also  con¬ 
tribute  material  resources  (although  only  to  a  limited 
extent),  the  main  aim  of  the  programmes  is  to  create 
a  new  spirit  among  the  masses  so  that  in  the  small 
communities  development  activities  can  be  pursued 
independently.  Once  this  spirit  is  aroused  and  con¬ 
fidence  has  been  established  that  the  future  of  the 
country  in  general  lies  in  the  people’s  own  hands  and 
that  they  are  not  dependent  solely  on  measures  taken 
by  the  government,  the  changes  in  social  structure  and 
social  outlook  mentioned  above  will  take  place  harmon¬ 
iously.  Besides  this,  such  experience  as  there  has  been 
with  programmes  of  this  sort  has  shown  that  they  have 
had  considerable  success  in  increasing  the  output  of 
agricultural  products.  The  Working  Party  therefore  laid 
much  stress  on  the  furthering  of  these  programmes. 

Labour  relations  constitute  an  important  j)roblem 
in  many  of  the  countries,  particularly  in  the  urban  areas. 
While  the  scarcity  of  skilled  labour  retards  development, 
difficulties  arising  out  of  disputes  about  wages  and 


working  conditions  have  a  strong  bearing  on  daily 
economic  activities.  Notwithstanding  the  general  advant¬ 
ages  of  collective  bargaining,  the  fact  remains  that 
frequent  strikes  and  lock-outs  in  vital  industries,  besides 
being  directly  detrimental  to  these  industries,  usually 
have  immediate  effects  on  other  sectors  of  the  economy. 
They  may  reduce  incentives  for  industrialisation,  increase 
prices,  therefore  add  to  inflation  and  in  general  create 
an  atmosphere  less  suitable  for  speedy  development. 

In  itself  the  problem  is  not  difficult;  it  is  a  problem 
of  reconciliation  of  the  needs  of  workers  and  the  capacity 
of  industry  to  meet  these  needs.  However,  where  as 
in  some  of  the  countries  prices  of  consumer  goods  are 
high  and  tend  to  rise,  while  hopes  have  been  created 
for  a  speedy  betterment  of  life  on  the  one  hand,  and 
where  on  the  other  hand  industries  struggle  with  difficul¬ 
ties  of  marketing  and  supply  because  of  unsettled 
economic  conditions,  disputes  in  wages  in  many  cases 
arise  and  result  in  strikes  or  lock-outs.  Attempts  have 
been  made  in  some  of  the  countries  of  the  region  to 
prescribe  minimum  wages.  There  is,  however,  little 
experience  so  far  here  in  regard  to  the  success  of  these 
measures. 

Collective  bargaining  and  mutual  understanding  of 
employers  and  employees  may  reduce  tensions  arising 
out  of  unsettled  economic  conditions  the  country  as  a 
whole  is  facing.  The  role  of  the  government  in  con¬ 
ciliating  both  parties  is  of  importance  in  this  respect 
and  in  many  of  the  countries  this  has  been  provided 
for  in  laws  prescribing  the  machinery  for  settlement  of 
labour  disputes. 

The  Working  Party  also  took  into  consideration 
problems  relating  to  population  growth.  High  birth¬ 
rates,  associated  with  a  steady  decline  in  death-rates, 
leading  to  rapid  increases  in  population,  add  a  note  of 
urgency  to  the  present  economic  problems  in  the  region. 
Some  of  the  countries  in  the  region  with  limited  resources 
have  introduced  family  planning,  but  relatively  little 
experience  has  been  gained  in  this  respect  so  far.  In 
some  of  the  countries  internal  migration  or  transmigra¬ 
tion  has  been  undertaken;  it  was  questionable  however 
whether  these  means  alone  could  be  an  adequate  solution 
of  the  population  problems  and  it  was  suggested  that 
simultaneously  other  programmes  like  establishing  small- 
scale  and  cottage  industries  should  be  carried  out. 

The  Interrelation  and  Co-ordination  of  Policies 

While  in  the  case  of  objectives  the  aim  is  to  narrow 
down  the  areas  of  conflict,  in  the  case  of  instruments 
it  is  to  co-ordinate  them  in  order  to  achieve  the  best 
result.  This  pre-supposes  two  things:  first,  instruments 
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or  policies  which  only  cut  across  one  another  should 
not  both  be  chosen;  second,  once  the  policies  to  be  used 
by  the  government  in  the  various  fields,  and  for 
influencing  the  private  sector,  have  been  decided  upon, 
a  mechanism  has  to  be  found  to  ensure  that  they  are 
efficiently  combined.  Reference  has  already  been  made 
to  this  problem  earlier.  In  addition,  two  points  were 
stressed.  It  was  felt  that  in  the  final  analysis  co-ordina¬ 
tion  between  the  private  and  public  sectors,  and  also 
between  the  various  government  policies,  depends  to  no 
small  extent  on  the  quality  of  government  administration 
and  leadership.  It  was  also  suggested  that  the  various 
policies  of  government,  such  as  those  relating  to  economic 
affairs,  commerce,  foreign  exchange,  etc.,  should,  as  far 
as  possible,  be  announced  simultaneously  so  as  to  make 
for  maximum  co-ordination. 

It  was  agreed  that  it  would  be  useful  for  the  various 
countries  of  the  region  to  be  aware  of  the  development 
plans  of  other  countries.  It  was  agreed  that  it  would 
be  useful  for  the  Secretariat  to  collect  and  distribute 
such  information  as  is  available.  It  is  not  easy  to 
compare  data  and  plans  in  different  countries.  Concepts 
and  coverage  of  statistics  differ  from  country  to  country. 
Nonetheless,  a  greater  interchange  of  information  among 
the  countries  of  the  region  would  be  of  great  help.  The 
Working  Party  also  felt  that  mutual  scientific  and 
technical  assistance  is  of  great  importance  for  the 
economic  development  of  all  countries.  It  can  be 
provided  in  a  number  of  ways:  exchange  of  information 
in  the  fields  of  productivity  and  technology,  co-ordinated 
development  of  natural  resources,  mutual  assistance 
carried  out  by  experts  and  exchange  of  technical  docu¬ 
mentation  on  most  recent  discoveries  and  technical 
improvement. 


The  Working  Party  reviewed  the  question  of  its 
future  meetings  from  various  angles,  giving  consideration 
among  other  things  to  the  relative  advantages  of  taking 
a  sectoral  approach,  a  problem  approach,  or  an  approach 
by  way  of  policy  areas.  With  respect  to  the  sectoral 
approach  suggested  by  the  first  meeting  of  the  Working  ^ 
Party,  last  year,  several  participants  expressed  the  view 
that  the  comparative  newness  of  the  problems  connected 
with  industrial  development,  as  well  as  the  need  for 
readjusting  the  structure  of  the  economy  of  some  of 
the  countries  of  the  region,  warranted  giving  special 
attention  to  this  sector  first.  However,  particular  weight 
was  attached  to  the  fact  that  the  Commission  had  already 
approved  a  proposal  to  hold  a  joint  meeting  with  FAO  i 
on  the  subject  of  agricultural  development  planning. 

The  Working  Party  appreciates  the  considerations  leading 
to  the  Commission’s  action  and  therefore  recommends  f 
that  its  own  third  meeting  should  be  in  collaboration 
with  FAO  and  on  the  problems  and  techniques  of 
agricultural  development  planning  and  implementation  ^ 
in  relation  to  economic  development  as  a  whole  and,  more 
particularly,  to  industrialization.  ^ 

»  *  * 

After  the  adoption  of  the  report,  the  delegates  on 
motion  by  Mr.  AH  Budiardjo  (Indonesia)  voted  to  thank  ' 
the  Government  of  Thailand  for  its  hospitable  arrange-  | 
ments,  and  the  ECAFE  Secretariat  for  its  assistance. 
Mr.  Bundit  Kantabutra  (Thailand)  thanked  the  delegates 
on  behalf  of  the  Government  of  Thailand. 
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AGENDA 

1.  Major  policy  questions  in  economic  development  3. 

(а)  Resolving  possible  conflicts  among  objectives 

(б)  Determining  the  general  approach  (“direct”  vs. 
“indirect”,  etc.)  for  mobilizing  maximum  re¬ 
sources  in  an  optimum  pattern 

(c)  Deciding  on  the  character  and  extent  of 
planning  and  programming 

2.  The  government’s  “direct”  means  of  implementation 

(a)  Role  of  public  investment — capital,  plus  econo¬ 
mic  and  social  services  (training,  research,  etc.) 

(t)  Magnitude  and  pattern  of  public  investment 

(c)  Forms  and  problems  of  organization  and  ad¬ 
ministration  in  public  and  semi-public  enter¬ 
prise. 


Means  of  implementation  that  promote  or  regulate 
private  action  (“indirect”  means) 


(a)  Monetary  and  credit  policy  (including  develop¬ 
ment  of  financial  institutions) 

(b)  Fiscal  policy  and  taxation 


i 


(c)  Foreign  trade,  exchange  and  investment  policy 

(d)  Direct  controls  over  specific  prices,  quantities, 
priorities,  etc. 

(e)  Social  and  institutional  policies  on  land  reform, 
population,  labour,  co-operatives  and  com¬ 
munity  development,  etc. 

(/)  Inter-relation  and  co-ordination  of  (a)- — (e) 


DEVELOPMENT  POLICES  AND  MEANS  OF  IMPLEMENTING  DEVELOPMENT 
PROGRAMMES,  WITH  SPECIAL  REFERENCE  TO  ECAFE  COUNTRIES' 


1.  Major  Policy  Questions  in 
Economic  Development 

EHorts  to  accelerate  economic  development  such  as 
the  countries  of  Asia  and  the  Far  East  are  making  tend 
very  quickly  to  bring  forth  a  wealth  of  ideas  on  projects, 
programmes,  aims  and  methods.  An  orderly,  consistent 
and  practical  arrangement  of  these  ideas  may,  however, 
be  missing  at  first.  How  far  and  how  fast  does  a 
country  propose  to  go  in  its  economic  development? 
Will  the  means  of  implementation  be  adequate,  and  is 
it  known  how  to  employ  them  in  an  economical  manner? 
Is  there  a  reasonable  consistency  among  the  various 
proposed  measures?  Have  the  implications  of  the  means 
and  the  objectives  been  thought  through  and  accepted? 
For  many  countries  of  the  region  such  questions  are 
pertinent,  and  policies  are  being  framed  and  means  of 
implementation  chosen  accordingly. 

(a)  Resolving  possible  conflicts  among  objectives 

The  general  aim  of  economic  development  is  clear 
enough:  Growth  of  real  output  or  income  per  capita; 
growth  and  diversification  of  production,  achieved 
through  expanded  capital  formation  and  other  means, 
on  a  scale  yielding  substantially  higher  national  and 
per  capita  income  and,  as  the  final  objective,  higher 
living  standards  for  the  masses  of  the  population. 
Agreement  on  a  course  of  action  in  line  with  these  or 
similar  definitions  does  not  mean,  however,  that  it  is 
easy  for  a  society  to  avoid  all  conflicts  among  objectives.^ 

Conflicts  among  objectives,  whether  strictly  within 
an  economic  development  programme  or  within  the 
general  social  context  in  which  an  economic  development 
programme  has  to  operate,  may  be  of  several  different 
types.  The  hardest  to  resolve  are  those  that  relate  to 
the  ordering  of  fundamental  social  values.^  Conflicts 


1.  Revision  of  United  Nations  document  ECAFE/DPWP.2/2,  a  working 
paper  prepared  for  the  Working  Party  on  Economic  Development 
and  Planning. 

2.  Certain  formulations  may  emphasize  greatei  stability,  greater 
efficiency  in  the  sense  of  less  input  for  the  same  output  (permitting 
more  leisure),  better  distribution  of  income,  etc.  The  relevance  of 
such  concepts  is  not  denied.  See,  for  example,  the  discussion  of 
post-war  economic  progress  in  United  Nations,  Economic  Survey 
of  Ada  and  the  Far  East,  19SS  (Sales  number:  1956,  II.  F.l),  p.  2 
footnote  1  and  pp.  11-12. 

3.  These  may  be  contrasted  with  purely  technical  conflicts  which  may 
be  present  in  development  programmes  but  which  are  based  on 
misunderstanding  or  insufficient  information  and  hence  are  more 
properly  regarded  as  inconsistencies  in  programming  than  as  con¬ 
flicts  among  objectives.  An  example  would  be  a  proposal  to 
achieve  a  certain  rate  of  growth  of  national  output  or  income  and, 
at  the  same  time,  to  establish  a  rate  of  capital  formation  inade¬ 
quate  to  support  the  proposed  rise  of  output.  (Present  knowledge 
admittedly  does  not  justify  categorical  statements  concerning  even 


of  a  fundamental  type  arise  because  an  economic 
development  plan  tends  to  raise  questions  having  a 
profound  significance  for  the  future  trend  of  events  in 
the  country  concerned.  Basically,  these  questions  all 
have  to  do  in  one  way  or  another  with  how  strenuously 
it  is  desired  to  push  the  drive  for  increased  output  as 
such.  The  answer  is  not  self-evident  because  importance 
is  also  frequently  attached  to  the  attainment  of  other 
major  goals  or  to  the  preservation  of  certain  existing 
cultural  values. 

For  example,  material  values  may  in  some  countries 
come  into  conflict  with  spiritual  (religious)  values.  If 
a  given  country  is  under-populated  rather  than  over- 
populated,  so  that  an  expansion  of  its  labour  force  would 
be  expected  to  accelerate  its  economic  development,  the 
existence  of  a  large  number  of  able-bodied  persons  in 
religious  life  who  are  not  contributing  to  material  pro¬ 
duction  is  clearly  inconsistent  with  maximizing  the  rate 
of  material  progress.  The  same  point  applies  if  man¬ 
power  is  diverted  on  a  major  scale  from  other  kinds 
of  construction  to  the  construction  of  religious  edifices.'* 
This  is  not  to  say  that  the  rate  of  material  progress 
should  be  maximized;  it  is  the  country  concerned  that 
must  decide  where  the  balance  should  be  struck. 

Full  employment  versus  maximum  growth  of  output 

Among  major  goals  whose  pursuit  may  at  some  point 
reduce  the  attainable  rate  of  growth  in  output  are  full 
employment  (reduction  of  unemployment  and  under¬ 
employment)  and  diversification,  including  industrial¬ 
ization.  Increased  employment  undoubtedly  tends  in 
general  to  go  hand  in  hand  with  increased  output. 
Furthermore,  a  modern  productive  economy  requires  a 
substantial  degree  of  diversification,  usually  with  con¬ 
siderable  emphasis  on  the  industrial  aspect.  However, 


the  range  within  which  the  capital-uutput  ratios  of  the  countries 
of  the  ECAFE  region  may  be  expected  to  lie.  Incremental  capital- 
output  ratios  below  2  to  1  have  been  known  in  some  countries, 
including  India  during  the  period  of  the  first  five-year  plan.  On 
the  other  hand,  such  low  ratios  are  not  common,  and  some  analysts 
are  inclined  to  put  the  minimum  long-sustainable  ratio  for  coun¬ 
tries  in  early  stages  of  economic  development  considerably  higher — 
perhaps  around  3  to  1.) 

It  should  be  noted  that  even  “fundamental”  conflicts  usuallly 
turn  out  on  closer  inspection  to  have  in  them  a  technical  com¬ 
ponent.  That  is,  a  part  of  the  conflict  can  be  reduced  to  questions 
of  the  probable  efficacy  of  different  factors  in  producing  effects 
whose  desirability  is  not  in  dispute.  Nevertheless,  in  these  cases 
residual  issues  remain  which  can  be  decided  or  compromised  only 
on  the  basis  of  social  value  judgments. 

4.  Defence  requirements  might  be  cited  as  another  example,  from 
quite  a  different  point  of  view,  of  major  considerations  that  con¬ 
flict  with  maximization  of  the  current  rate  of  economic  growth.  A 
simple  preference  for  a  leisurely  way  of  life  is  a  third  possible 
example. 
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on  theoretical  as  well  as  on  practical  grounds,  the  paths 
of  more  employment  and  more  diversification  (indus¬ 
trialization)  may  sometimes  diverge  from  the  path  of 
maximum  productivity  and  output.  It  is  therefore  a 
question  for  each  country,  first,  whether  such  divergence 
does  in  fact  occur  within  the  limits  of  its  own  conditions 
and  its  own  plan,  and  second,  if  it  does,  which  path 
to  follow  beyond  that  point. 

in  India,  as  an  illustration,  increased  output  under 
the  First  Five-Year  Plan  has  not  correspondingly 
improved  an  unsatisfactory  employment  position,  and 
the  issue  of  employment  versus  output  has  therefore 
assumed  great  importance.  Several  technical  points  may 
be  distinguished  in  analysing  such  situations.  In  an 
extreme  case  of  a  highly  over-populated  area,  probably 
rarely  found  in  practice,  increased  employment  might 
actually  reduce  total  output.  Less  unusual  is  a  situation 
in  which  increased  employment  also  increases  total 
output  somewhat,  but  the  marginal  productivity  of  the 
newly  employed  labour  is  below  the  wage  that  has  to 
be  paid.  Thus  in  one  form  or  another  a  subsidy  is 
given  to  the  new  workers.  Society  gains  in  output, 
some  (small)  reduction  of  the  incomes  of  others  being 
required  in  payment.  There  may  also,  for  society  as  a 
whole,  be  some  sacrifice  of  further  attainable  output 
if  (the  if  is  important)  the  new  activities  are  in  place 
of  less  labour-intensive  but  more  productive  activities 
that  would  otherwise  have  been  undertaken.  Moreover, 
the  matter  has  to  be  viewed  in  longer  perspective:  the 
cost  of  the  additional  employment  may  include  the 
establishment  or  maintenance  of  an  inferior  technology 
which  reduces  productivity  cumulatively  over  the  years. 
The  employment  of  labour,  however,  is  an  end — a  human 
need — as  well  as  a  means  to  output.  The  right  answer 
to  an  unemployment  problem  is  thus  not  automatically 
given  by  a  comparison  of  short-run  and  long-run  curves 
relating  total  output  to  total  employment  on  realistic 
assumptions  as  to  the  land  and  capital  available  or 
expected  to  become  available.  In  part  the  problem  is 
moral.  How  high  a  value  should  be  placed  on  employ¬ 
ment  opportunity  as  such?  In  part  it  is  also  political. 
Here  the  more  fundamental  issues  for  planning  are 
reached. 

Diversification  versus  comparative  advantages 

Diversification  and  industrialization,  too,  may  be 
pushed  beyond  the  point  compatible  with  maximizing 
output  and  income.  Here,  definitely,  a  long-run  view 
has  to  be  taken.  For  under-developed  countries,  the 
essence  of  whose  problem  is  to  transform  their  economies 
to  a  modern  basis  fully  consistent  with  independence, 
the  law  of  comparative  advantages  has  meaning  only 


in  the  sense  of  the  advantages  expected  to  prevail  after 
that  transformation.  If  a  country  chooses  a  policy  of  y 
diversification  in  circumstances  in  which  it  might  make  | 
the  greatest  immediate  addition  to  its  income  by  the 
opposite  process  of  increased  specialization  (on  produc-  { 
tion  of  tin  or  rubber  or  rice  or  tea  or  any  other  traditional  j 

export  product),  this  does  not  prove  that  its  objectives  ‘ 

are  in  conflict — as  they  will  be,  however,  if  its  long-run  » 
economic  interest  is  disregarded.  Such  long-run  econo-  i 
mic  interest  is  largely  a  matter  of  (,1)  comparative  | 
advantages  after  costs  of  locally  produced  items  have 
come  down  to  their  long-term  level;  but  it  also  includes  I 

(2)  a  proper  allowance  for  the  greater  stability  that 
diversification  can  bring  the  economy  as  a  whole;  and  ; 

(3)  where  unemployment  is  a  basic  problem,  an 
allowance  for  the  job  opportunities  that  diversification  1 
can  create.  In  moving  towards  the  long-run  goal,  the 
best  strategy,  normally,  is  to  add  rather  than  substitute  ' 
types  of  output  wherever  the  former  is  possible,  that 

is,  not  to  sacrifice  specialized  production  so  long  as  it  ) 
yields  high  export  proceeds  which  can  be  used  to  assist 
industrialization. 

f 

The  experience  of  countries  like  Denmark  and  J\ew  ? 
Zealand — though  they  cannot  be  considered  non-indus- 
trialized — shows  that  it  is  possible  to  attain  a  high  t 
standard  of  living  in  an  economy  essentially  based  on 
relatively  efficient  production  for  export  of  agricultural 
products  in  world  demand.  It  therefore  will  serve  the  \ 
interests  of  the  countries  of  Asia,  in  their  efforts  to  ^ 
increase  their  own  wealth,  to  estimate  as  closely  as 
possible  where  their  long-run  comparative  advantages  lie,  1 
and  also  how  much  importance  to  attribute  to  diver-  j 
sification  as  a  stabilizer  and  source  of  net  additional 
employment.  A  country  will  do  well  to  consider 
carefully  how  far  beyond  the  point  thus  indicated  it  may 
wish  to  advance  its  diversification  and  industrialization.  ! 
The  co-operative  dovetailing  of  plans,  or  simply  of 
economies,  with  those  of  other  countries  will  in  some 
cases  also  appear  a  relevant  consideration  in  the  final 
balance.  | 

Welfare,  social  justice  and  limits  of  sacrifice  ! 

The  list  of  well-known  national  objectives  that  are  ^ 
not  necessarily  in  harmony  with  maximization  of  output 
could  be  extended.  Greater  equality  of  wealth  and 
income  may  be  sought  and  yet  may  not  be  the  way 
to  achieve  the  most  rapid  economic  growth.  Aside  from 
the  distribution  of  the  fruits  of  production,  the  way  in 
which  production  itself  is  organized  may  be  of  great 
interest;  for  example,  value  may  be  attached  to  the  ] 
development  of  co-operative  (as  contrasted  with  coin-  | 
petitive)  methods  of  production.  Again,  it  may  be  a  f 
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leading  objective  of  policy  to  promote  de\elopment  that 
is  balanced  among  different  geographic  regions,  ensuring 
that  the  poorer  areas  are  not  neglected.  Hon  these  and 
other  aspects  of  welfare  are  viewed  is,  again,  a  matter 
of  governmental  or  social  policy  in  each  country. 

Among  the  most  fundamental  of  the  conflicts  that 
may  arise  when  a  major  economic  development  effort 
is  launched  are  those  involving  time  perspectives.  The 
objective  of  more  rapid  economic  progress  stands 
opposed  to  the  objective  of  larger  present  benefit  and 
consumption.  The  whole  point  of  an  economic  develop¬ 
ment  programme  is  to  break  the  age-old  bonds  of  poverty 
and  to  usher  in  a  brighter  day.  This  point  is  likely 
to  be  missed  if  too  much  attention  is  devoted  to  other, 
conflicting  objectives,  whatever  they  may  be.  Unless 
real  economic  headway  is  made,  a  development  pro¬ 
gramme  is  likely  to  lose  its  popular  appeal,  thus  creating 
difficulties  in  the  political  sphere.  This  will  especially 
be  the  case  if  a  country’s  economic  system  is  regarded 
as  being  in  competition  w'ith  others  which  are  scoring 
great  economic  advances.  Nevertheless,  if  the  pro¬ 
gramme  is  pushed  too  hard  and  too  fast,  the  strain  may 
become  unendurable.  To  be  even  moderately  effective, 
a  development  plan  will  surely  require  a  rate  of  capital 
formation  high  enough  to  involve  substantial  interference 
with  the  natural  time-preference  of  the  people  as 
individuals.  How  far  can  this  process  safely  go? 
Looking  back  on  experience  during  industrial  revolutions 
elsewhere  it  can  be  seen  tliat  a  very  fast  pace  at  the 
outset,  when  the  surplus  above  bare  existence  needs  is 
small,  carries  a  heavy  risk.  Ought  such  a  pace  to  be 
forced  if  it  sacrifices  the  present  generation  as  a  whole? 
If,  for  enforcement,  it  requires  a  high  degree  of  cen¬ 
tralized  control  over  the  individual? 

To  sum  up:  the  main  objective  of  economic 
development — accelerated  growth  of  national  output  and 
income — is  likely,  if  given  a  certain  degree  of  emphasis, 
to  conflict  at  some  points  with  other  major  social 
objectives.  Now  that  economic  development  has  nearly 
everywhere  become  a  process  which  society  as  a  w'hole 
is  consciously  trying  to  promote,  it  is  undoubtedly  better 
that  these  actual  and  potential  conflicts  be  frankly 
recognized  than  that  they  be  left  ill-defined  or  obscure. 
When  the  areas  of  conflict  are  known,  social  value 
judgments  can  more  easily  be  clarified.  Goals,  including 
those  that  in  turn  are  means  towards  other  goals,  can 
be  balanced  and  reconciled.  Composite  objectives  can 
thus  be  framed  that  are  realistic  in  not  Ijeing  over- 
ambitious  and  yet  at  the  same  time  adhere  tenaciously 
to  the  main  purpose  of  raising  within  decades,  rather 
than  centuries,  the  jieople’s  standard  of  living.  Given, 
then,  a  consistent,  co-ordinated  set  of  objectives,  the 
problem  of  means  can  be  dealt  with  more  effectively. 


(6,1  DeTEKMI.MNG  the  general  API’ROACH 
“Direct”  versus  “indirect”  means  of  implementation 

In  discussions  of  governmental  action  to  achieve 
economic  objectives,  the  terms  “direct”  and  “indirect” 
have  at  least  two  different  usages.^  When  considering 
controls,  it  is  quite  common  to  make  interference  or 
non-interference  with  the  market  mechanism  the  basis 
for  the  distinction:  measures  that  interfere  (price 
controls,  for  example )  arc  called  “direct”,  while  measures 
that  ostensibly  do  not  (for  instance,  monetary  and  fiscal 
controls)  are  called  “indirect”.^  On  the  other  hand, 
when  the  question  of  implementation  of  economic 
development  is  raised  more  broadly,  so  that  actual 
participation  by  the  government  in  the  production  process 
also  comes  into  the  picture,  it  appears  that  a  better 
primary  criterion  is  the  public  or  private  character  of 
the  person  or  agency  carry  ing  on  the  activity  in  question. 
That  is,  “direct”  means  of  implementation  are  those 
through  which  the  government  itself  does  what  it  wants 
to  have  done,  while  those  through  which  the  government 
merely  acts  to  influence  the  way  private  enterprise  is  to 
do  the  job  are  considered  “indirect”.  The  demarcation 
thus  corresponds  to  the  familiar  contrast  between  the 
“public  sector”  and  the  “private  sector”,  and  “indirect” 
means  include  all  the  arsenal  of  incentives  and  disincen¬ 
tives  intended  to  induce,  to  influence  and  to  change 
the  size,  shape  and  composition  of  the  private  sector, 
plus  all  “direct”  controls  designed  to  that  same  end. 
This  usage  is  followed  here.^ 

Lest  misunderstanding  arise,  it  should  be  emphasized 
that,  in  the  analytical  scheme  here  adopted,  the  govern¬ 
ment’s  role  extends  far  beyond  the  boundaries  of  the 
public  sector.  Whether  the  means  are  direct  or  indirect, 
it  is  the  government  that  employs  both  types.  Thus, 
even  in  cases  where  the  so-called  public  sector  is  limited, 
the  role  of  the  government  in  promoting  economic 
development  is  sure  to  be  very  large  indeed. 

The  problem  for  virtually  all  under-develoi^)ed 
countries  is  how  to  combine  the  direct  and  indirect 
means,  not  whether  to  adopt  one  and  exclude  the  other 
altogether.  In  theory,  100  per  cent  use  of  direct  means 
is  j*erhaps  possible;  that  is,  private  enterprise  can  be 
eliminated,  even  though  financial  instruments  probably 
cannot.  The  Union  of  Soviet  Socialist  Republics  has 
now  come  somewhere  near  that  position,  and  official 
pronouncements  by'  the  Peo]dc’s  Republic  of  China  may 

1.  Sometimes  all  physical  means  ai-e  considered  “direct”  and  all  finan¬ 
cial  means,  “indirect”:  this  would  constitute  a  third  iisaice. 

2.  This  is  a  practical  rather  than  a  scientifically  accurate  distinction, 
however,  since  there  are  certainly  many  decrees  of  tamperinc  with 
the  market  mechanism. 

3.  The  market  interference  criterion  is  retained,  however,  as  a  second¬ 
ary  distinction.  Direct  controls  are  discussetl  in  section  3  (d), 
below. 
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be  interpreted  as  indicating  that  it  is  moving  towards 
that  goald  At  the  opposite  pole,  no  free-enterprise 
country  today  would,  even  in  theory,  advocate  anything 
approaching  100  per  cent  reliance  on  indirect  means. 
For  most  of  the  countries  of  Asia  and  the  Far  East  the 
real  question  now  and  for  the  near  future  is  one  of 
proportion  between  the  two  elements  and  of  the  precise 
way — the  pattern,  so  to  speak — in  which  the  two  should 
be  linked.  The  pattern  may  be  as  important  as  the 
proportions,  since  a  government,  by  a  varied  assortment 
of  indirect  means,  may  be  very  active  and  influential 
in  almost  every  part  of  the  economy  even  though  the 
public  sector  itself  may  be  relatively  small. 

Decisions  on  the  general  approach  to  be  followed 
are  likely  in  any  country  to  be  the  resultant  of  both 
economic  and  non-economic  forces.  The  ideological 
view  may  heavily  influence  the  choice.  Ideology  aside, 
the  need  to  break  away  from  traditional  economic  limita¬ 
tions,  make  investments  where  private  capital  has  not 
gone,  establish  industries,  raise  the  rate  of  capital 
formation  by  increasing  domestic  saving  and  obtaining 
foreign  aid — these  imperatives  tend  to  suggest  the  use 
of  direct  means,  not  because  the  latter  are  necessarily 
the  only  way  of  getting  action  but  because  they  often 
seem  to  be  the  best  way  to  assure  results  not  gained  in 
other  ways  in  the  past.  On  the  other  hand,  the 
administrative  or  operational  difficulty  confronting  a 
government  that  undertakes  enormous  and  many-sided 
production  tasks  (including,  among  other  things,  the 
hard  but  necessary  task  of  trying  to  forecast  the  pattern 
of  demand)  may  often  favour  the  use  of  indirect  means 
wherever  feasible.^  For  example,  the  powers  of  control 
in  the  hands  of  the  central  government,  as  opposed  to 
its  component  states,  may  actually  be  quite  weak;  and 
in  any  case,  discharging  its  primary  functions  of 
maintaining  law  and  order  and  providing  other  essential 
services  may  give  the  government  enough  to  do.  An 
advantage  is  gained  if  citizens  individually  and  through 
business  or  co-operative  organizations  do  as  much  as 
possible  for  themselves,  minimizing  the  government’s 
burdens. 

The  mobilization  of  resources 

Whatever  combination  of  direct  and  indirect  means 
is  used,  the  task  of  organizing  a  drive  towards  economic 
development  has,  as  an  effort  to  accelerate  the  growth 

1.  The  Constitution,  adopted  20  September  1954,  especially  articles 
4  and  6.  Progress  towards  this  goal  has  been  most  rapid  in  indus¬ 
try,  trade  (especially  external  ttade),  transport  and  finance,  and 
least  rapid  in  agriculture,  though  a  majority  of  peasant  households 
are  now  organized  into  collective  farms.  The  same  general  pattern 
applies  to  the  Democratic  Republic  of  Korea  and  the  Democratic 
Republic  of  Viet-Nam,  where,  however,  it  has  not  evolved  to  the 
same  extent  as  in  the  People’s  Republic  of  China. 

2.  It  is  not  suggested  that  administrative  problems  are  avoided  by  the 
use  of  indirect  means — which  moreover  have  to  be  properly  co¬ 
ordinated,  not  always  an  easy  thing  to  do — but  only  that  they  are 
much  reduced. 
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of  output,  three  analytically  distinct  aspects:  gaining 
larger  resources  from  untapped  sources  at  home  or  from  ) 
abroad,  fuller  utilization  of  available  resources,  and 
better  or  more  effective  allocation  of  utilized  resources,  j 
Or,  if  the  first  two  aspects  are  thought  of  as  combined 
in  one,  the  task  is  one  of  mobilizing  maximum  resources  j| 
in  an  optimum  pattern.  In  terms  of  investment,  it  is  j 
a  question,  first,  of  the  amount,  and  second,  of  the  » 
composition.  The  actual  means  of  implementation  in  the  ! 
familiar  sense — monetary  and  credit  policy,  fiscal  policy,  | 
foreign  trade,  exchange  and  investment  policy,  various  f 
institutional  policies,  public  investment  and  public  enter-  ^ 
prise,  and  other  instruments  dealt  w’ith  in  sections  2 
and  3  of  this  paper — serve  the  cause  of  development  ) 
to  the  extent  that  they  can  help  in  one  or  more  of 
these  ways. 

Larger  resources 

For  example,  in  order  to  secure  resources  previously 
not  available,  a  government  may  obtain  additional  capital.  ' 
public  or  private,  from  abroad;  it  may  also  conduct 
explorations  and  surveys  to  bring  to  light  previously 
undiscovered  natural  resources;  and  it  may  add  to  the  ' 
nation’s  human  resources  by  measures  that  create  higher 
skills  (including  administrative  and  entrepreneurial 
skill?  )  and  better  health.^  The  importance  of  all  three  ^ 
of  these  w'ays  of  promoting  economic  development  by 
enlarging  the  supply  of  valuable  factors  of  production 
is  widely  recognized  in  this  region.^  As  will  be  shown, 
the  third  way  can  best  be  dealt  with  by  direct  public  » 
investment,  plus  policies  favourable  to  approved  forms 
of  entrepreneurial  risk-taking;  the  second,  by  public 
investment  or  else  by  various  indirect  means  (for  j 
instance,  credit  or  tax  policy )  to  encourage  private 
exploration;  the  first,  by  direct  government  negotiations 
for  foreign  public  capital  and  by  appropriate  policies  i 
in  a  number  of  different  fields,  including  taxation  and 
foreign  exchange,  for  attracting  foreign  private  capital. 

I 

Fuller  utilization  of  resources 

The  wide  scoj)e  of  possible  action  looking  towards 
fuller  utilization  of  available  resources  is  not  always 
appreciated.  The  importance  of  reducing  cyclical  and 
long-term  unemployment  and  under-employment  is  under¬ 
stood  almost  everywhere  in  its  application  both  to  labour  ^ 
and  (where  of  practical  significance,  as  for  example  in  , 
recessions,  and  in  India  under  the  First  Five-Year  Plan)  I 


3.  In  this  connexion,  the  government  of  an  under-populated  country 
might  adopt  policies  to  encourage  population  growth  by  immigra¬ 
tion  or  by  natural  increase.  Also,  as  mentioned  above,  some  coun¬ 
tries  might  take  steps  to  bring  additional  able-bodied  members  of 
the  population  into  the  labour  force. 

4.  See  "Report  of  the  Working  Party  on  Economic  Development  and 
Planning  (first  meeting)  to  the  twelfth  session  of  the  Economic 
Commission  for  Asia  and  the  Far  East,”  in  United  Nations,  Keonomie 
Bulletin  for  Aftia  and  the  Far  East,  vol.  VI  No.  8  (E/CN.11/412), 
November  1955,  pp.  8-4. 


to 

Pi 

to 

w 

is 

tw 

ta 

P» 

n€ 

er 

cc 

ar 

th 

df 

fu 

re 

Tl 

P< 

w 

th 

in 

at 

th 

P' 

d( 


R, 


al 

th 

in 

St 

al 

ai 

pi 

T 

al 

oi 

ol 

re 

to 

w 

fo 

th 

sa 

fo 

fo 


in 

W 


to  under-utilized  plant^  and  known  natural  resources. 
Particular  interest  has,  for  example,  been  shown  in  efforts 
to  reduce  instability  due  to  fluctuations  in  world  markets. 
What  is  probably  not  as  generally  recognized,  however, 
is  that  waste  of  resources  takes  place  just  as  truly  in 
two  other  ways  as  well.  First,  when  a  country  fails  to 
take  advantage  of  known  modern,  efficient  techniques  of 
production  that  could  be  applied.  Second,  when  it 
neglects  to  adopt  policies — whether  towards  farmers, 
entrepreneurs  and  savers  as  individuals  or  towards 
collective  self-help  organizations,  such  as  co-operatives 
and  community  development  projects — that  would  enlist 
the  real  energies  of  the  people  in  the  cause  that  a 
development  programme  exists  to  serve.  In  short,  the 
full  implications  of  knowledge  and  of  enthusiasm,  as 
resources  to  be  used  or  wasted,  are  not  always  grasped. 
The  wide  adoption  of  better  techniques  however,  is 
possibly  the  most  obvious  way  of  producing  more  output 
with  the  same  amount  of  capital,  that  is,  of  lowering 
the  capital-output  ratio;  and  to  try  to  increase  the  people’s 
income  while  neglecting  to  secure  the  active  participation 
and  drive  of  the  people  themselves  is  literally  to  waste 
the  greatest  asset  available.  (For  these  several  com¬ 
ponents  of  the  fuller  utilization  aspect  of  economic 
development,  again,  certain  means  of  implementation  are 
especially  appropriate,  as  will  be  shown  below). 

Better  allocation  of  resources 

The  other  major  category  of  action — action  to  bring 
about  a  better  or  more  effective  allocation  of  the  resources 
that  are  in  use — once  more  breaks  down  conveniently 
into  three  components,  although  in  this  instance  the 
subdivision  is  perhaps  more  formal  than  real.  First  of 
ail,  there  is  the  need  to  find  the  optimum  rate  of  saving 
and  capital  formation,  or  the  right  allocation  of  current 
production  between  consumer  goods  and  capital  goods. 
This  is  a  matter  of  resolving  conflicts  among  objectives, 
already  discussed.  (Of  course,  it  is  also  a  matter  of 
overcoming  practical  difficulties  in  the  way  of  achieving 
objectives.  )  Since  any  government  with  a  plan  that  is 
really  ambitious  is  sure  to  apply  a  lower  rate  of  discount 
to  future  income  than  the  average  individual  does,  it 
will  undoubtedly  establish  a  higher  rate  of  capital 
formation,  through  public  investment  and  other  means, 
than  existed  previously.  The  marginal  rate  of  domestic 
saving  will  have  to  rise  steeply  to  enable  planned  capital 
formation  to  be  achieved  without  creating  unduly  heavy 
foreign  debt  burdens. 

Second,  there  is  the  need  to  decide  what  types  of 
investment  to  emphasize  and  what  types  to  de-emphasize. 
With  a  given  rate  and  volume  of  capital  formation, 

1.  Includinic  sinRie-shift  operation  in  circumstances  in  which  several 
shifts  would  be  feasible  and  desirable. 


more  may  be  allocated  to  heavy  (producer  goods) 
industry,  for  example,  and  less  to  light  (consumer  goods) 
industry,  or  vice  versa.  Special  attention  may  also  be 
given  to  allocating  investment  funds  to  enterprises  whose 
earnings  can  be  easily  recaptured  for  future  savings. 
These  aspects  are  very  closely  related  to  the  decision 
on  the  rate  of  capital  formation  itself.  Or  if,  for 
instance,  certain  consumer  goods  industries  are  regarded 
as  inessential  or  definitely  wasteful,  investment  in  them 
can  be  discouraged  or  eliminated. 

In  the  third  place,  there  is  a  further  set  of  decisions, 
linked  with  the  other  two,  to  be  taken  on  the  extent  and 
character  of  the  reliance  to  be  placed  upon  foreign  trade. 
Here  it  is  a  question  of  deciding,  in  the  light  of  estimated 
comparative  advantages  and  any  other  factors  considered 
pertinent,  how  the  country’s  resources  should  be  allocated 
between  producing  for  itself  and  producing  for  export 
with  a  view  to  importing  the  other  needed  articles.  For 
sheer  complexit)  (though  not  necessarily  or  even 
probably  for  over-all  importance),  the  compounded 
problem  of  moving  towards,  or  even  identifying,  optimum 
allocation  may  far  outrank  those  of  securing  additional 
resources  and  fuller  utilization  of  resources.^ 

(cl  Dkciding  the  ch.vracter  and  extent  of 

PLANMND  AND  PROGRAMMING 

Economic  planning  may  or  may  not  involve  the 
setting  of  quantitative  targets  in  any  precise  sense  (best 
referred  to  as  programming),  and  it  may  or  may  not 
involve  direct  governmental  ownership,  operation  or 
control  in  major  parts  of  the  production  system.®  It 
must,  however,  very  definitely  involve  government 
policies  at  every  stage.  First,  the  selection  of  the 
objectives  itself  requires  policy  decisions,  as  noted  earlier. 
Second,  the  choice  of  means  does  not  follow  automatically 
from  the  choice  of  objectives;  for  example,  decisions 
on  the  relative  emphasis  to  be  put  on  direct  and  on 
indirect  means  are  still  necessary.  Third,  further  policies 
are  called  for  on  how  individual  means  of  implementation 
are  to  be  handled;  fiscal  policies,  for  example,  have  to 
be  specific.  Finally — though  in  a  continuing  process 
this  is  really  an  extension  of  the  previous  categories — 
the  need  for  policies  governing  the  co-ordination  of  the 
several  means  is  almost  sure  to  arise  at  some  point 
unless  the  plan  is  very  “loose”  or  moderate  in  its  aims. 

2.  AmcnR  other  guides  to  better  allocation,  the  method  of  “accounting 
prices"  appears  to  hold  interesting  possibilities  and  deserve  further 
exploration.  Under  this  system,  for  example,  scarce  capital  can 
be  valued  in  the  calculations  at  higher-than-market  rates  and  plenti¬ 
ful  labour  at  lower-than-market  rates  to  obtain  something  like  an 
equilibrium  picture  of  costs  and  returns.  See,  for  example,  Jan 
Tinbergen,  "The  Design  of  Development”,  International  Bank  for 
Reconstruction  and  Development,  No.  C — 26,  7  February  1966. 

3.  Discussion  at  the  meeting  of  the  Working  Party  indicated  that  use 
of  the  terms  “planning"  and  “programming”  varies  considerably 
among  countries  of  the  ECAFE  region  but  that  the  usage  in  the 
majority  of  these  countries  differs  from  that  employed  here,  “pro- 
gamming"  being  regarded  as  the  broader  or  looser  concept,  and 
"planning"  as  involving  the  setting  of  quantitative  targets. 
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Planning;  policies;  programming 

Programming  presupposes  planning  and  it  neces¬ 
sitates  policies.  For  example,  when  a  substantial  public 
investment  programme  gets  under  way,  it  may  easily 
increase  imports  to  the  extent  of  causing  balance  of 
payments  difficulties.  Policies  must  then  be  decided  upon 
for  conserving  or  earning  foreign  exchange.  On  the 
other  hand,  as  just  stated,  planning  does  not  inevitably 
involve  programming,  at  least  in  commensurate  degree. 
For  example,  a  government  may  de-emphasize  program¬ 
ming  ( in  some  cases,  perhaps,  because  of  lack  of  reliable 
statistics  and  trained  economists)  and  may  emphasize 
instead  the  framing  of  a  series  of  policies  designed  to 
give  maximum  stimulus  to  enterprise  in  general  and 
to  capital  formation  in  particular.  The  country  with 
the  most  programming  does  not  necessarily  get  ahead 
fastest.  Excessive  preoccupation  with  programming 
could  even  conceivably  distract  attention  from  policy 
formulation  and  thus  impede  progress.  However,  a 
disregard  for  programming  can  be  carried  to  dangerous 
extremes.  Any  plan  that  is  at  all  ambitious  is  almost 
certain  to  develop  “tightness”  at  several  points  as  soon 
as  it  starts  to  operate.  Without  any  programming  to 
help  avoid  the  worst  bottlenecks  and  other  mistakes,  a 
government’s  difficulties  will  multiply  and  may  arrive  so 
unexpectedly  that  policy  decisions  have  to  be  made  in 
an  atmosphere  of  crisis  as  well  as  a  dearth  of  relevant 
information.  More  will  be  said  on  this  subject  below. 

While  there  is  a  natural  affinity  between  direct 
means  on  the  one  hand  and  planning  (and  also  pro¬ 
gramming)  on  the  other,  no  exact  parallels  can  be 
drawn.  Governments  in  free-enterprise  countries  are 
nowadays  likely  to  plan  rather  carefully  how  to  attain 
economic  objectives  through  indirect  measures  designed 
to  promote  or,  where  necessary,  regulate  private  action. 
If  a  government  is  engaged  in  promoting  economic 
development,  it  is  in  fact  almost  certain  to  plan  more 
broadly  than  it  is  prepared — unless  it  is  well  along  the 
road  to  socialism — to  extend  its  direct  means.  Thus, 
whether  or  not  to  plan  is  not  a  real  issue,  although 
emphasis  in  planning  w’ill  vary  widely — from  policies  to 
sf>ecific  outputs,  from  relatively  impersonal  monetary 
and  fiscal  controls  to  more  specific  controls  over  prices 
and  supplies,  from  long-term  aspects  (including  such 
elements  as  level  of  education  and  size  of  population) 
to  strictly  short-term  aspects,  from  broad  programme 
targets  to  fine  detail,  and  in  other  ways  as  well. 

The  need  for  programming 

The  remainder  of  this  paper  (  sections  2  and  3)  is 
largely  concerned  with  policies  relating  to  implementa¬ 
tion,  and  contains  little  more  about  programming  as 


such.^  However,  the  question  of  how  a  government’s 
policy  with  respect  to  programming  itself  is  likely  to  j 
evolve  warrants  comment  at  this  point. 

How  programming  is  practised  in  different  countries  ^ 
depends  on  such  factors  as  the  size  of  the  public  sector, 
the  availability  of  technicians  and  the  views  of  the 
planning  authorities.  It  is  certainly  not  suggested  that  , 
the  character  and  extent  of  programming  required  for 
successfully  promoting  economic  development  can  be 
reduced  to  a  formula.  But  it  may  be  useful  to  call  to 
mind  some  of  the  ways  in  which  the  government  of  an 
under-developed  country,  once  it  starts  to  promote  the 
nation’s  economic  development,  is  likely  to  become  ^ 

impressed  with  the  practical  necessity  for  various  quanti¬ 
tative  calculations  of  a  programming  type.  It  is  assumed 
for  the  sake  of  the  argument  that  this  government  has 
no  special  bias  in  favour  of  programming  for  its  own 
sake.  It  desires  to  do  much  more  to  advance  the 
material  welfare  of  the  people  than  has  been  done  in  ) 
the  past,  but  it  also  believes,  by  necessity  or  inclination, 
in  economy  of  effort. 

'* 

This  hypothetical  government  must  of  course  reckon, 
in  what  it  has  undertaken  to  do,  with  certain  physical 
and  other  limitations,  which  will  be  partly  clear  to  it 
and  partly  obscure.  The  essence  of  its  problem  is  to 
mobilize  resources  so  as  to  bring  about  a  substantial 
increase  in  production — especially  of  investment  goods 
and  most  especially  of  those  of  the  most  productive  or 
advantageous  types — while  at  the  same  time  establishing  I 
safeguards  against  major  hazards  that  may  be  met  with  | 
along  the  way.  Aside  from  such  risks  as  that  the  plan 
may  be  too  sharply  in  conflict  with  the  country’s  own  ^ 
cultural  pattern  (see  previous  discussion),  that  there  may 
be  a  failure  of  administration,  and  p>erhaps  also  that  there 
may  be  serious  waste  as  a  result  of  not  taking  account  ^ 
of  the  plans  of  other  countries,  the  main  hazards  to  be 
noted  are  physical  supply  shortages  or  bottle-necks, 
balance  of  payments  difficulties,  and  inflation.  ^ 

While  most  of  these  hazards  were  familiar  before 
the  days  of  economic  development  plans,  this  government 
will  be  aware  that  what  it  proposes  to  do  will  in  all 
cases  increase  the  risk.  It  is  the  development  plan  itself, 
pressing  against  limited  resources,  that  is  most  likely  to  ^ 
invite  inflation  and  supply  bottle-necks,  and  that  is 
perhaps  about  equally  as  likely  as  causes  originating  < 
abroad,  beyond  its  control,  to  result  in  balance  of  j 
payments  trouble.  To  frame  a  development  plan  that  i 


1.  For  an  extended  discussion  of  UtViret  setting  and  programme 
formulation,  see  "Problems  and  Techniques  of  Economic  Develop¬ 
ment  Planning  and  Programming  with  Special  Reference  to 
ECAFE  Countries’’,  in  United  Nations,  Economic  Bulletin  for  A»ie 
and  the  Far  Eant,  vol.  VI,  No.  3,  November  1965,  pp.  32-68. 


will  not  come  close  to  encroaching  on  the  limits  of  the 
resources  available  would  almost  contradict  the  main 
purpose;  yet  ambition  has  to  be  tempered  by  realism. 

First  to  be  considered  is  the  size  and  pattern  of  this 
government’s  owm  additional  investment  plan,  including 
both  physical  capital  and  economic  and  social  services 
(see  section  2(b),  below),  together  with  the  kinds  and 
extent  of  operational  responsibility  entailed  (section 
2(c)).  What  programming  is  here  required?  Cer¬ 
tainly,  detailed  financial  budgeting  is  needed  on  the 
expenditure  side  and  a  reasonably  good  estimate  of  the 
taxes  and  other  sources  from  which  the  funds  to  be 
spent  will  come.  If  the  programme  is  large,  there  may 
also  be  created  a  requirement  for  the  budgeting  of 
certain  scarce  factors,  especially  managerial  and  engineer¬ 
ing  skills.^  foreign  exchange  and  key  materials  such  as 
steel  and  cement,^  both  in  order  to  limit  the  use  of  these 
factors  and  to  try  to  increase  their  availability.  If  deficit 
financing  on  a  large  scale  seems  to  be  in  prospect,  it 
may  call  for  a  precautionary  over-all  analysis  of  the 
relative  proportions  of  prospective  demand  and  supply. 
Tliese  two  last  questions,  however,  cannot  he  properly 
assessed  without  considering  the  private  sector  as  well. 

In  the  private  sector,  this  government  will  pre¬ 
sumably  see  an  area  in  which  it  wants  production  and 
employment  in  general  to  expand  actively;  does  not 
expect  nor  Avant  to  establish  detailed  priorities,  as  happens 
in  the  public  sector  itself;  does,  however,  want  to  single 
out  certain  activities  for  special  encouragement:  and 
also  wants,  so  far  as  certain  other  activities  are  con¬ 
cerned.  either  to  forbid  them  altogether  or  else  to  give 
them  lowest  priority  in  the  use  of  scarce  resources  of 
any  kind.  Obviously  the  very  first  of  these  points  (that 
private  ])roduction  and  employment  in  general  should 
expand  I .  plus  the  fact  that  some  among  the  private 
activities  to  be  especially  encouraged  Avill  be  users  of 
relatively  scarce  resources.  Avill  strongly  reinforce  the 
idea  that  some  kind  of  budget  (demand  as  well  as  supply) 
of  scarce  factors  is.  in  fact,  a  necessity. 

Scarce  factors 

The  scarce  factors  will,  of  course,  vary  to  some 
extent  from  country  to  country.  It  is  safe  to  say, 
however,  that  this  government  is  likely  to  put  on  the 
scarce  list  at  least  the  folloAving  resources,  aside  from 
capital  funds  or  savings  themselves:  (1)  foreign  exchange 
in  general:  (2 1  various  types  of  skilled  labour  including 

1.  For  example,  rosters  of  qualified  personnel  can  be  established  to 
assist  both  eovernment  and  private  enterprise  in  estimating  the 
supply  and  in  filling  vacancies;  se  beelow,  p.  33  footnote  1. 

2.  Possibly  housing,  also,  in  certain  localities. 


competent  managers:  (3)  electric  power;  (4)  certain 
types  of  transport;  (5)  a  few  key  commodities,  such 
as  steel  and  coal.® 

By  the  very  act  of  listing  the  scarce  factors — with 
some  indication,  even  if  extremely  rough,  of  the  degree 
of  scarcity  or  supply  inelasticity  in  each  case — ^this 
government  will  have  taken  a  useful  step.  For  now,  even 
without  more  precise  knowledge,  it  will  have  a  clearer 
picture  than  before  of  the  private  activities  it  wants 
especially  to  encourage  (to  help  increase  supply)  or  to 
discourage  (to  help  reduce  demand),  as  well  as  of  the 
precise  priorities  in  the  public  sector  itself,  for  example, 
for  training  programmes,  electric  power  and  transport 
projects. 

However,  much  more  exact  information  will  be 
needed  if  serious  shortages,  price  increases  and  bottle¬ 
neck  delays  are  to  be  avoided  on  the  one  hand,  and 
the  waste  of  excessive  “slack”  in  the  whole  economic 
system  on  the  other.  This  government  therefore  seems 
certain  to  conclude  that  at  least  a  few  carefully  prepared 
resource  budgets  are  necessary:  one  budget  for  acquiring 
and  rationing  foreign  exchange  (taking  account  not  only 
of  plans  for  expanding  exports  and  substituting  imports 
but  also  of  increased  needs  for  raw  materials  for  industry, 
increased  demands  to  be  generated  by  increased  consumer 
incomes,  and  increased  supplies  of  capital,  if  any, 
expected  to  be  forthcoming  from  abroad) ;  and  other 
budgets  for  other  individual  items  on  the  list.  This 
government  will  hardly  need  at  first  to  combine  the 
various  estimates  in  a  single,  comprehensive  and  co¬ 
ordinated  input-output  system.  It  will,  however,  want 
to  recognize  the  general  principles  of  the  interdependence 
of  elements,  the  importance  of  indirect  as  w'ell  as  direct 
demand  and  the  key  role  of  the  technical  coeflficients 
(or  production  functions  or  factor  mix)  which  such  a 
system  firings  to  light.  It  will  consequently  want  to  use 
some  rough  approximation  of  the  input-output  technique 
to  analyse  current  production  and  capital  expansion  in 
those  parts  of  the  economy  that  may  be  said  to  be  in  the 
“vicinity”  of  the  scarce  factors. 

National  aggregates 

It  may  be  assumed  that  this  government  will  have 
an  element  of  deficit  financing  in  its  budgetary  plans. 
What  it  would  like  to  know  is  whether  this  will  cause 

3.  See  the  recommendation  of  the  first  meeting  of  the  Working  Party 
on  Economic  Development  and  Planning  “that  immediate  attention 
be  given  to  the  question  of  identifying  the  bottle-neck  commodities 
in  each  of  the  ECAFE  countries  and  formulating  for  each  such 
commodity  a  balanced  budget  of  supplies  and  demands’*.  (United 
Nations,  Economic  Bulletin  for  Aeia  and  the  Far  East,  vol.  VI, 
No.  3  November  1955,  p.  9,  para  45). 

Among  the  scarce  factors  it  may  be  necessary  in  some  cases 
to  include  food  and  perhaps  other  essential  consumption  goods,  a 
shortage  of  which  might  be  a  potent  source  of  inflation  and  damage 
to  the  economy  during  a  period  of  large  expenditures  for  rapid 
development. 
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price  inflation  to  a  degree  apt  to  interfere  with  the 
successful  implementation  of  the  development  plan.  Un¬ 
fortunately,  there  is  not  enough  experience  yet  available 
to  warrant  clear  statements  on  how  much  deficit  financing 
is  safe.  But  the  “how  much”  itself  evidently  can  never 
be  judged  in  relation  merely  to  government  income  and 
expenditure.  Rather,  it  must  be  looked  at  in  relation 
to  total  output  and  total  expenditure,  or  total  capital 
formation  against  total  ex  ante  savings,  for  the  economy 
as  a  whole.  Thus  national  accounting — bringing  toge¬ 
ther  the  operations  of  private  enterprise,  consumers  and 
the  “rest  of  the  world”,  as  well  as  of  the  government — 
becomes  at  least  highly  desirable  if  only  from  the 
standpoint  of  maintaining  balance  in  supply  and  demand. 
Admittedly,  even  with  a  good  system  of  national  accounts, 
an  experimental  attitude  towards  deficit  financing  must 
be  maintained,  and  current  indicators  must  he  carefully 
watched  to  detect  incipient  inflation.^ 

But  this  government  will  by  this  time  liave  come 
upon  other  reasons  as  well  for  wanting  to  undertake 
the  difficult  task  of  constructing  national  accounts.  It 
may  decide  that  the  completion  of  such  a  system  of 
statistics  is  a  less  urgent  matter  than  the  completion  of 
a  series  of  budgets  for  scarce  commodities  and  other 
scarce  resources.  However,  without  at  least  the  basic 
elements  of  a  national  accounting  system — output,  em¬ 
ployment,  income,  capital  formation,  saving,  consumption, 
and  the  main  sectors  such  as  agriculture  and  industry — 
it  will  have  difficulty  in  picturing,  even  to  itself,  how 
the  national  output  in  the  aggregate  is  supposed  to  grow, 
and  why.  It  will  also  have  difficulty  in  taking  full 
advantage  of  the  usable  parts  of  the  experience  of  other 
countries  concerning  proportions,  rates  of  growth,  etc.; 
difficulty  in  maintaining  real  coherence  or  unity  among 
the  different  elements  of  the  plan  at  any  one  time;  and 
difficulty  in  maintaining  a  sense  of  continuity  (not, 
certainly,  rigidity,  but  disciplined  adaptation)  as  plan¬ 
ning  continues  over  a  period  of  years. 

Whether  this  government  will  at  first  want  to  publish 
its  aggregative  programme  figures  and/or  its  national 
accounting  estimates  is  a  somewhat  different  question. 
In  some  circumstances,  a  government  may  possibly 
consider  that  public  opinion  is  not  yet  adequately 
prepared.  By  publishing  the  targets  before  they  have 
been  tested  at  all  by  experience,  it  may  feel  that  it  risks 
seeming  to  promise  too  much  (  more  than  can  later  be 


1.  See  “Economic  Indicators  of  Inflation  in  ECAFE  Countries", 
United  Nations,  Economic  BvUeiin  for  Asia  and  the  Far  East, 
vol.  VI.  No.  1,  Hay  1966;  on  the  subject  of  deficit  financing  gener¬ 
ally,  see  also  “Economic  Concepts  of  Budget  Deficits",  ibid,  vol. 
VII,  No.  1,  May  1966.  Reference  may  be  made  here  to  the  possi¬ 
bility  of  programming  to  provide  some  cushion  against  inflationary 
consumer  demand  by  means  such  as  stored  food  surplu-cs  and  idle 
capacity  in  the  textile  industry. 


) 

fulfilled)  or  else  risks  offering  so  little  that  popular  * 
enthusiasm  will  not  be  aroused.  Except  in  a  situation  ) 
such  as  this,  however,  publication  clearly  is  advantageous  | 
from  several  points  of  view.  The  target  figures  of  the 
plan  can  focus  attention  and  rally  vitally  needed  public  • 
support.  They  can  begin  the  essential  process  of 
educating  the  public  on  what  the  real  possibilities  and 
limitations  are.  They  can  provide  general  guidelines  on  > 
short-  and  long-term  trends  to  assist  private  entrepreneurs 
and  investors  in  making  their  own  plans.  Also,  even 
if  the  basic  statistics  underlying  the  programming  are  I 
weak,  the  release  of  the  estimates  together  with  explana¬ 
tions  of  the  methods  used  in  constructing  them  will 
widen  the  circle  of  technical  experts  from  whom  useful  ' 
suggestions  of  ways  of  improving  these  first  figures 
may  come. 

> 

2.  The  Government's  “Direct" 

Means  of  Implementation  ^ 

(a)  Role  of  public  investment 

To  raise  per  capita  income  most  under-developed  ^ 
countries  urgently  need  a  higher  rate  of  investment.^  At 
an  early  stage  great  importance  attaches  to  the  develop¬ 
ment  or  basic  economic  facilities  and  social  capital,  j 
The  creation  of  these  basic  facilities,  prerequisite  to 
many  other  types  of  investment  and  essential  to  economic 
growth,  is  a  costly  venture  and  may  require  sacrifices 
on  the  part  of  the  entire  community.  Investment  in 
basic  facilities,  at  least  in  the  initial  phase  of  economic  I 
development,  does  not  attract  private  capital,  the  lack  | 
of  response  being  due  mainly  to  large  initial  costs,  low  ^ 
and  remote  rate  of  return,  high  degree  of  risk  and 
uncertainty,  etc.  In  a  number  of  countries  private 
capital  today  not  only  avoids  the  basic  facilities  (as  ^ 
contrasted  with  manufacturing)  but  tends  to  go  into  real 
estate,  commercial  and  speculative  ventures,  costly  display  I 
of  personal  wealth  and  other  less  productive  or  wholly  j 
unproductive  fields.  Thus,  governments  necessarily  be¬ 
come  concerned  with  capital  formation  and,  besides 
creating  basic  facilities,  may  in  \arying  degrees  parti¬ 
cipate  directly  in  the  expansion  of  productive  capacity 
in  industry.  Also,  in  order  to  help  finance  the  desired 
capital  formation,  an  enlargement  of  resources  is  j 
commonly  needed  in  the  form  of  capital  from  abroad, 
and,  aside  from  their  role  in  encouraging  private  foreign 
investment  (see  section  3  (c)),  governments  carry  the  ^ 
responsibility  for  negotiating  such  grant  aid  and/or 
external  public  loans  as  may  be  sought.  ^ 


2.  In  the  ECAFE  region,  on  the  assumption  of  a  population  increase 
of  1.6  per  cent  per  annum  and  a  capital-output  ratio  of  2.6:1,  an 
annual  rate  of  net  investment  of  9  per  cent  of  national  income 
would  be  required  to  raise  the  per  capita  income  by  2  per  cent 
annually.  (Document  E/CN.11/412,  op.  eit.,  p.  26). 
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The  active  role  of  the  State  in  initiating  economic 
development  is  not  new.  Even  in  developed  countries 
with  free  enterprise  economies,  governments  have  under¬ 
taken,  at  one  stage  or  another,  deliberate  action  to  expand 
the  technological  and  material  bases  of  their  economies.^ 
Today  most  ECAFE  countries  are  accelerating  their 
public  investment  programmes.  In  mainland  China,  as 
is  well  known,  public  investment  is  virtually  the  sole 
source  of  capital  formation.  Burma  and  India  likewise 
anticipate  rapid  increases  in  the  public  sector.  In  most 
of  the  other  countries  also,  governments  have  concluded 
that  they  cannot  afford  to  relax  their  initiative  and 
leadership  in  economic  development.^ 

The  assumption  of  responsibility  for  economic 
development,  especially  its  enterprise  aspect,  places  a 
real  strain  on  governments  of  under-developed  countries, 
demanding  as  it  does  a  high  quality  of  public  adminis¬ 
tration  and  an  amount  of  attention  that  is  difficult  to 
supply  when  even  the  primary  functions  of  government 
are  sometimes  not  easily  and  automatically  discharged. 
However,  the  conditions  are  such  that  governments  are 
generally  obliged  to  meet  this  challenge  if  economic 
development  is  to  go  ahead. 

ib)  Magnitude  and  pattern  of  public  investment 

Any  under-developed  country  undertaking  an  ambi¬ 
tious  investment  plan  will  naturally  have  to  decide  on 
the  magnitude  and  jjattern  of  the  public  investment  it 
wants  and,  in  reaching  its  decisions,  will  use  various 
techniques  for  calculating  the  amount  of  stress  imposed 
on  the  economy  by  such  investment. 

Generally  the  elements  which  determine  the  magni¬ 
tude  of  public  investment  in  a  development  plan  are 
the  economic  philosophy,  the  scope  and  initiative  of  the 
private  sector,  the  pattern  of  investment  wanted  and, 
fundamentally,  the  ability  of  the  government  to  mobilize 
the  resources  required  at  home  or  abroad.  In  a  socialist- 
oriented  state,  such  as  Burma  or  India,  one  would 
naturally  expect  to  find  an  inherent  tendency  for  the 
ratio  of  public  to  total  investment  to  increase,  w'hereas 
in  a  free  enterprise  economy,  such  as  that  of  Japan  or 
the  Philippines,  public  investment  might  be  expected  to 
play  a  complementary  role,  filling  gaps  as  they  make 
themselves  felt  in  the  course  of  development.  The  factor 
which  is  particularly  important  in  determining  the 
magnitude  of  public  investment  in  most  of  the  countries 
of  the  ECAFE  region  at  the  present  stage  of  their 

1.  Henry  S.  Aubrey,  "Deliberate  Industrialization”,  in  Social  Research, 
June  1949;  Thomas  C.  Smith,  Political  Chanycn  and  Induiitricd 
Development  in  Japan:  Government  Enterprise,  18ef~  tSSO,  Stan¬ 
ford  University  Press,  1966. 

2.  Since  1948  public  investment  in  most  countries  in  the  ECAFE 
••eKion  has  grown  rapidly.  Between  1948  and  1954  the  increase  in 
private  and  public  capital  formation  respectively  was  IT  and  460 
per  cent  for  Burma  and  92  and  325  per  cent  for  Ceylon.  It  wa.s 
36  and  66  per  cent  for  India  between  1948  and  1953. 


development  is  the  urgent  need,  already  referred  to,  for 
building  up  economic  and  social  overhead  capital.  Such 
overhead  capital,  as  noted,  demands  the  application  of 
really  substantial  public  resources.  Small  doses  of 
investment,  especially  when  widely  spread,  cannot  con¬ 
tribute  much  in  this  connection. 

As  a  limiting  consideration,  any  over-ambitious 
public  investment  programme  which  fails  to  take  account 
of  resource  avalabilities  and  problems  of  resource 
mobilization  can  lead  to  drastic  inflation  and  to  the 
forced  curtailment  of  certain  development  projects.  This 
factor  brings  out  the  need  for  a  budgetary  policy.  For 
a  developing  economy,  a  policy  of  maintaining  a  balanced 
budget  is  unsatisfactory  if  opportunities  of  stimulating 
development  by  deficit  finance  are  thereby  wasted. 
However,  once  the  principle  of  budget  balance  is 
abandoned,  what  control  still  remains  over  government 
exjjenditure  and  the  magnitude  of  deficit  finance?  It 
is  customary  in  many  countries  of  the  region  to  separate 
the  capital  account  budget  from  the  current  account 
budget  and  to  see  not  only  that  current  expenditure  is 
financed  by  tax  and  other  current  revenue,  but  also  that 
at  least  a  part  of  the  capital  expenditure  is  financed  by 
savings  from  the  current  account.  This  separation  of 
current  and  capital  accounts  is  useful  but  it  appears 
insufficient,  for  the  magnitude  of  the  remaining  capital 
expenditure,  not  financed  by  savings  from  the  current 
account,  has  still  to  be  controlled.  One  way  of  con¬ 
trolling  this  deficit  is  to  divide  the  total  government 
expenditure  (both  current  and  capital)  into  two  parts — 
one  part,  including  slow-yielding  investment  projects,  to 
be  financed  out  of  revenue,  the  other  part,  consisting 
exclusively  of  investment  expenditure  for  quick-yielding 
projects  and  services  (especially  land  reclamation,  small 
irrigation  projects,  agricultural  extension  etc.),  to  be 
financed  by  credit  creation  if  necessary.  The  Philippines 
is  following  this  practice;®  a  difficulty,  though  perhaps 
not  a  \ery  serious  one,  is  to  decide  what  projects  are 
(juick-yielding.  In  Burma,  the  capital  account  is  bud¬ 
geted  jointly  by  the  Planning  Ministry  and  the  Finance 
Ministry;  this  practice  has  the  advantage  of  considering 
at  the  same  time  both  the  co-ordination  of  projects  and 
the  inflationary  impact  of  financing  the  programme,  and 
therefore  making  adjustments  required. 

To  the  e.xtent  that  reliable  data  are  available,  the 
degree  of  public  participation  may  be  measured  in 
various  different  ways  (see  table  1  ).^  11 )  Data  available 


3.  Dominador  R.  Aytona,  "Fiscal  policy  as  an  instrument  of  economic 
development".  Economic  Research  Journal,  March  1966,  p.  170. 

4.  .All  such  comparisons  must,  however,  be  made  with  considerable 
caution,  since  differences  in  the  concepts  and  methods  employed 
by  different  countries,  especially  in  the  case  of  public  developments! 
expenditures,  make  the  flKures  technically  non-comparab!e.  With 
this  blanket  reservation,  some  contrasts  may  be  pointed  out  which 
arc  believed  to  have  value  as  approximations. 


30 


Table  1 

Percentage  of  public  capital  formation  and 

DEVELOPMENTAL  EXPENDITURE  TO  OTHER 
AGGREGATES  IN  SOME  ECAFE  COUNTRIES** 


_  ’  Gross  ' 

public 
capital 

Wation 
formahon  ^ 

togro^  gross 

domestic 

formation' 

Public  ! 
develop-  ' 
mental  | 
expend!-  < 
tures  to  1 
gross  1 
domestic  ' 
product** 

Gross 
capital 
formation 
(total) 
to  gross 
domestic 
product 

(1) 

(2) 

(3) 

(4) 

Burma 

1948  . 

3.0 

17.6 

16.9 

1949  . 

1.5 

18.8 

8.0 

1950  . 

0.9 

8.8 

2.4 

10.2 

1951 . 

4.8  ' 

37.2 

6.6 

12.9 

1952  . 

7.3 

40.1 

9.4 

18.2 

1953  . 

10.4 

55.0 

12.9 

19.0 

1954  . 

13.2 

60.0 

16.4 

22.0 

Ceylon 

1948  . 

2.5 

40.0 

6.2 

1949  . 

4.0 

69  9 

8.9 

1950  . 

5.2 

49.0 

11.6 

10.6 

1951 . 

4.7 

40.3 

11.0 

11.7 

1952  . 

6.8 

50.4 

14.0 

13.4 

1953  . 

6.8 

56.2 

14.8 

12.0 

1954  . 

5.9 

59.6 

13.0 

9.9 

China  (Taiwan  only) 

1951 . 

.. 

4.8 

12.13 

1952  . 

4.9 

12.75 

1953  . 

■/ 

3.8 

11.92 

1954  . 

•• 

3.8 

11.86 

India 

1948  . 

2.2 

26.6 

8.3 

1949  . 

2.7 

29.7 

9.1 

1950  . 

2.6 

27.8 

4.5 

9.3 

1951 . 

2.6 

26.9 

4.2 

9.8 

1952  . 

2.8 

27.8 

4.5 

10.0 

1953  . 

3.0 

30.7 

4.5 

9.9 

Indonesia 

1951 . 

2.2 

46.2 

4.0 

i  4.7 

1952  . 

2.0 

40.7 

4.1 

1  9.9 

Japan 

1948  . 

9.7 

34.3 

^  28.2 

1949  . 

8.9 

35.9 

1  24.6 

1950  . 

4.8 

19.1 

'  24.8 

1951 . 

7.6 

25.2 

1  30.3 

1952  . 

7.6 

28.4 

1  26.8 

1953  . 

8.7 

31.8 

10.8*^ 

;  27.4 

1954  . 

7.6 

33.2 

10.4“ 

I  22.9 

Korea  (Republic  of) 
1953/54  .... 

0.6 

1  9.5 

1  1.9 

6.8 

1954/55  .... 

1.2 

10.4 

2.9 

11.1 

1955/56  .... 

2.4 

1  20.3 

5.7 

11.8 

Malaya 

1  24.4 

10.6 

1949  . 

2.6 

1950  . 

1.7 

!  37.8 

3.2 

4.5 

1951 . 

1  2.2 

1  36.7 

3.6 

6.1 

1952  . 

4.0 

'  33.2 

6.4 

11.9 

1953  . 

4.1 

i  39.2 

70 

10.4 

Philippines 

1948  . 

i  2.1 

1 

1  17.8 

j 

12.0 

1949  . 

1  3.1 

1  29.7 

1  5.8 

10.4 

1950  . 

1  2.7 

33  0 

1  5.3 

8.3 

1951 . 

'  2.1 

28.9 

4.4 

7.3 

1952  . 

2.0 

27.5 

4.3 

!  7.4 

1553  . 

i  2.0 

24.4 

4.8 

8.1 

1954  . 

*  2.0 

23.7 

5.0 

{  8.5 

a.  Data  not  available  for  other  countries  of  the  region  (including 
Afghanistan,  Cambodia,  Hong  Kong,  Laos,  Nepal,  Pakistan,  Thai¬ 
land  and  Viet-Nam).  Note  that  figures  shown  for  different  countries 
are  not  fully  comparable  because  of  differences  in  the  concepts  and 
methods  us^.  It  is  also  understood  that  the  estimates  for  certain 
countries  (e.g.  India)  are  currently  in  process  of  revision. 


from  governmental  sources  indicate,  for  example,  that  a 
during  the  jjeriod  1918 — 54  the  annual  ratio  of  gross  S 
public  capital  formation  to  gross  domestic  product  in  ’ 
Japan,  Burma  and  Ceylon  averaged  8,  6  and  5  per  cent 
respectively;  it  averaged  2.65  per  cent  in  India  ; 

( 1948 — 53 1 ,  2.2  per  cent  in  the  Philippines  and  1.4  per  | 

cent  in  the  Republic  of  Korea.^  Comparing  1948  with  u 

1954,  this  ratio  (quadrupled  in  Burma  (from  3.0  to  13.2  ' 

per  cent)  and  more  than  doubled  in  Ceylon  (from  2.5  ! 

to  5,9  per  cent )  ;  it  increased  from  2.2  per  cent  in  1948 
to  3.0  j)er  cent  in  1953  in  India  and  from  2.6  per  cent  k 

in  1949  to  4.1  per  cent  in  1953  in  Malaya;  however,  f 

it  declined  slightly  in  Japan  and  the  Philippines.  (2) 

The  ratio  of  gross  public  capital  formation  to  total  gross  [ 
capital  formation  reflects  the  balance  between  the  public  | 
and  private  sectors.  Care  must  be  exercised  in  inter¬ 
preting  such  percentages  for  individual  years,  since  a  j 

sharp  rise,  for  example,  may  merely  reflect  a  drop  in  | 

private  capital  formation.  Over  a  longer  period,  how¬ 
ever,  the  ratio  is  more  illuminating.  In  most  ECAFE 
countries  for  which  data  are  available,  public  capital 
formation  stands  at  less  than  one-half  of  total  capital 
formation.  Between  1948  and  1954  the  average  ratio  for  ^ 
Ceylon,  Burma,  Japan  and  the  Philippines  was  53,  34,  30  f 
and  26  per  cent  respectively;  it  was  28  per  cent  for  India 
(1948-53),  34  per  cent  for  Malaya  (1949-53)  and  13  1 
per  cent  for  the  Reqmblic  of  Korea  ( 1953/54-1955 ''56) . 
However,  the  trend  varied  from  country  to  country.  In 
Burma  and  Ceylon  this  ratio  rose  from  18  and  40 
per  cent  respectively  in  1948  to  49  and  60  per  cent 
in  1954;  in  India  the  increase  was  relatively  less  (27 
per  cent  in  1918  to  31  per  cent  in  1953) ;-  only  in  the 
Philippines  has  the  ratio  steadily  declined  in  the  latest 
years  (from  33  per  cent  in  1950  to  24  per  cent  in 


1.  In  their  ratio  of  total  gross  capital  formation  to  gross  domestic 
product,  many  ECAFE  countries  fall  below  10  per  cent.  During 
1948 — 19.54  the  average  annual  ratio  was  26,  16,  i2,  10,  10  and  8.8 
per  cent  for  Japan,  Burma,  China  (Taiwan  only),  Ceylon,  Re¬ 
public  of  Korea,  and  the  Philippines  respectively,  and  9.4  per  cent 
for  India  (1948 — 53)  (see  table  1,  column  4).  In  contrast  to 
ECAFE  countries  the  centrally  planned  economies  of  the  Soviet 
Union  and  other  East  European  countries  have  devoted  almost  25 
per  cent  of  their  national  income  to  accumulation  (fixed  capital 
formation,  additions  to  stocks  and  to  work  in  progress  and  additions 
to  gold  and  foreign  exchange  reserves).  Other  regions  also  have  had 
considerably  higher  rates  of  gross  investment:  generally  speaking, 
15  to  25  per  cent  and  occasionally  higher  in  Western  European  coun¬ 
tries;  about  10  to  18  per  cent  in  Latin  American  countries;  and  in 
the  United  States  about  15  per  cent  for  private  investment  alone, 
without  counting  the  substantial  government  contribution. 

2.  In  India  realized  planned  investment  during  the  First  Five-Year 
Plan  was  equally  distributed  between  public  and  private  sectors. 
In  the  Second  Five-Year  Plan  the  share  of  the  planned  public  in¬ 
vestment  to  total  planned  investment  is  a  little  over  60  per  cent. 
(Indian  Planning  Commission,  Second  Five-Year  Plan,  a  draft  out¬ 
line,  Feb.  1956,  p.  24.) 


b.  Public  developmental  expenditures  here  shown  generally  include 
gross  public  capital  formation  plus  current  public  expenditures  of 
the  central  government  on  economic  and  social  services.  However, 
for  China  (Taiwan  only)  economic  and  social  services  (and  the 
item,  developmental  expenditures,  as  a  whole)  include  central,  pro¬ 
vincial  and  local  governments;  for  India,  they  include  expenditures 
of  the  states. 

c.  Includes  only  gross  public  capital  formation  plus  current  public 
expenditures  on  social  services.  Current  expenditures  on  economic 
services  could  not  be  extracted  from  available  budget  data. 
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19541.  (3)  The  ratio  of  public  developmental  expendi¬ 

tures  to  gross  domestic  product  is  of  interest  because 
it  indicates  the  overall  government  effort  not  only  in 
capital  formation  (direct,  or  indirect  via  loans  and 
advances)  as  such  but  also  in  the  expansion  of  vital 
economic  and  social  services  sucn  as  health,  education, 
research,  community  development  and  other  schemes  for 
social  advancement.*  Among  ECAFE  countries  for 
which  data  are  available,  the  annual  average  ratio  for 
the  different  years  shown  in  the  table  was  13  per  cent 
for  Ceylon,"  over  10  per  cent  for  Japan,  a  little  less 
than  10  per  cent  for  Burma,  and  5  per  cent  or  less  for 
Malaya,  the  Philippines,  India,  China  (Taiwan  only), 
Indonesia  and  the  Republic  of  Korea.  The  rate  of 
increase  has  been  most  rapid  in  Burma,  the  Republic  of 
Korea  and  Malaya:  in  Burma  the  ratio  increased  from 
2.4  per  cent  in  1950  to  16.1  per  cent  in  1954;  in  the 
Republic  of  Korea  it  tripled  between  1953/54  and 
1955/56  (from  1.9  to  5.7  per  cent);  in  Malaya  it  more 
than  doubled  between  1950  and  1953  ( from  3.2  to  7 
per  cent). 

Owing  to  differences  in  national  resources,  economic 
and  social  objectives  and  stages  of  development,  the 
desirable  pattern  of  public  investment  w  ill  also  necessarily 
differ  among  under-developed  countries.  Taking  into 
consideration  the  given  national  peculiarities,  public 
investment  should  aim  at  an  overall  improvement:  it 
should  reduce  lopsidedness,  reduce  or  eliminate  un¬ 
employment  and  under-employment,  strengthen  the 
material  and  technological  bases  of  the  economy,  raise 
the  average  social  productivity  and  achieve  comple¬ 
mentarity  among  sectors  and  among  projects.  This 
involves  establishing  a  system  of  priorities  to  determine 
not  only  what  projects  should  be  taken  up  first  but  also 
how  large  an  investment  is  justified  in  each  case — a 
major  aspect  of  the  technique  of  economic  programming, 
which  however  lies  outside  the  scope  of  this  paper.* 

Economic  overhead  capital  and  services 

As  the  preceding  remarks  have  emphasized,  an 
accelerated  rate  of  growth  can  seldom  be  achieved  without 
provision  of  economic  and  social  overhead  capital  and 
services.  Economic  overhead  capital,  sometimes  known 
as  the  economic  infra-structure,  includes  investment  in 
transport  I  railways,  roads,  harbours,  airfields),  com¬ 
munication,  electric  power,  irrigation,  land  reclmation, 

1.  In  countries  where  national  accounts  are  lacking,  the  ratio  of  public 
developmental  expenditures  to  total  government  expenditures  may 
be  u.scd  as  a  substitute.  Most  ECAFE  countries  lie  close  to  or 
shove  the  40  per  cent  ratio.  In  Ceylon  and  the  Philippines  this 
annual  average  ratio  between  1950  and  1955  exceeded  50  per  cent. 

2.  As  against  5  per  cent  for  capital  formation  alone  (see  above); 
Ceylon’s  economic  and  social  services  account  for  this  striking 
difference. 

3.  See  discussion  of  this  subject  in  “Problems  and  Techniques  of 
Economic  Development  Planning  and  Programming  with  Special 
Reference  to  ECAFE  Countries”,  in  E/CN.11/412,  op.  eit.,  pp.41-46. 
Cf.  also  supra,  p.  25  footnote  2. 


etc.  Expansion  of  economic  overhead  capital,  by 
providing  external  economies  to  other  industries  and 
lowering  the  capital  coefficient  subsequently  required  per 
unit  of  output,  makes  possible  a  more  rapid  rate  of 
growth  in  the  future.  Without  an  adequate  infra¬ 
structure  any  development  plan  seems  ultimately  bound 
to  fail. 

Almost  all  the  countries  in  the  ECAFE  region  are 
aware  of  the  importance  of  economic  overhead  capital 
and  have  devoted  much  of  their  planned  investment 
to  it.  According  to  recent  information  on  the  develop¬ 
ment  plans  of  Burma,  India  and  Nepal,  planned 
expenditure  on  transport  and  communication  ranked 
first,  in  Ceylon  it  occupied  the  second  position  and  in 
mainland  China,  Pakistan  and  the  Philippines  it  stood 
third  (table  2).  Agriculture  and  irrigation  took  first 
position  in  the  development  plans  of  Ceylon  and 
Cambodia,  ranked  second  in  India  and  the  Philippines 
and  received  relatively  less  attention  in  mainland  China. 
Electric  power  ranked  first  in  Pakistan  and  second  in 
Burma  (the  figure  for  Pakistan,  however,  including 
irrigation ) . 

The  strategic  role  of  economic  overhead  capital  may 
be  illustrated  by  reference  to  electric  power.  Other 
factors  being  favourable,  the  development  of  electric 
power  can  stimulate  the  growth  of  a  steel  industry, 
fertilizer  factories,  minerals  and  other  processing  plants. 
In  an  under-develojied  country  power  development  should 
be  closely  related  to  industrial  development.  Before  a 
plant  is  built  it  is  desirable  to  make  an  estimate  of  the 
increased  demand  for  power,  the  nature  of  such  increase, 
and  the  extent  to  which  any  price  cut  might  induce 
new  demands.'*  At  present,  owing  to  the  lack  of  scientific 
studies,  such  estimates  may  seem  impossible.  However, 
the  establishment  of  close  correlation  between  power  and 
industrial  development  should  not  be  ruled  out.  In  India 
on  the  whole  it  is  estimated  that  for  every  rupee  invested 
in  power  projects,  Rs  3  have  to  be  invested  in  industrial 
development.  In  Pakistan  it  is  calculated  that  Rs  7,(K)0 
must  be  earmarked  for  each  kW  of  installed  capacity.* 

The  potential  water  power  reserve  of  the  ECAFE 
region*  excluding  mainland  China  is  estimated  at  76.4 
million  kW,  of  which  only  about  19.4  per  cent  is  currently 
utilized.  For  some  countries  the  utilization  is  almost 
infinitesimal.  For  instance,  Burma  and  Thailand  are 

4.  The  role  of  a  price  cut  in  stimulating  new  demand  for  electricity 
..ihoiild,  however,  not  be  over-emphasized  in  an  under-developed 
country.  In  a  developed  country  a  price  cut  may  induce  develop¬ 
ment  since  the  supply  of  co-operant  materials  is  elastic,  as  was  the 
case  with  TVA  in  the  United  States.  However,  this  assumption  in 
an  under-developed  country  may  turn  out  to  be  unrealistic. 

5.  V.V.N.  Naidu,  "Planning  in  Under-developed  Countries”,  Indian 
Economic  Journal,  vol.  I,  No.  1,  p.  9. 

6.  Estimate  includes  Burma,  Ceylon,  China  (Taiwan),  India,  Indo¬ 
nesia,  Japan,  Korea  (South),  Federation  of  Malaya,  Pakistan,  the 
Philippines  and  Thailand. 
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currently  using  0.0001  and  0.0(X)2  per  cent  respectively 
of  their  potential  water  power  reserve,  as  compared  with 
3.18  per  cent  for  India  and  1.05  per  cent  for  Pakistan. 
Only  Japan,  which  produces  about  75  per  cent  of  the 
region’s  electric  power  output,  has  been  able  to  exploit 
as  much  as  59.4  per  cent  of  its  potential  reserves.  The 
aggregate  installed  generating  capacity  of  ECAFE  coun¬ 
tries  excluding  mainland  China  increased  from  12.3 
million  kW  in  1951  to  15.6  million  kW  in  1954.  About 
half  of  the  increase  occurred  in  Japan.^  The  develop¬ 
ment  plans  of  some  countries  in  the  ECAFE  region  have 
assumed  ambitious  targets  for  hydro-electric  power 
development.  The  First  Five-Year  Plan  of  Pakistan  aims 
to  increase  the  country’s  annual  capacity  from  0.3 
million  kW  in  1954  to  0.8  kW  in  1960.  India  plans  to 
double  its  electric  power  capacity  during  the  Second 
Five-Year  Plan,  from  3.4  million  kW  in  1955/56  to 
6.9  mililon  kW  in  1960/61,  and  mainland  China  plans 
to  more  than  double  its  electric  power  output,  from 
7,260  million  kWh  in  1952  to  15,900  million  kWh  in 
1957. 

In  under-developed  countries  small  expenditures  on 
economic  services  result  sometimes  in  large  social  gains. 
The  provision  of  better  seeds,  fertilizer,  insecticides  and 
agricultural  extension  services  can  bring  about  a  sizeable 
increase  in  agricultural  output.  Similarly,  aids  to  small- 
scale  or  cottage  industries  (such  as  operating  capital 
and  use-lease  of  equipment  and  raw  materials)  can  boost 
output.  Resource  surveys  and  research  constitute  an¬ 
other  itnportant  type  of  service,  which  may  bring  to 


light  substantially  larger  resources  than  were  previously 
known;  in  an\  case,  improved  information  about  natural 
resources,  labour  force  and  other  basic  economic  factors 
will  lead  to  better  planning.  It  seems  clear  that  the 
government  of  an  under-developed  country  should  very 
early  undertake  a  survey  of  the  country’s  natural 
resources  and  a  population  census,  and  should  also  stress 
the  establishment  of  statistical  organizations  and  scientific 
research  institutions.  Moreover,  since  scientific  research 
needs  to  study  present-day  problems  in  the  light  of 
up-to-date  methods,  research  institutions  should  have  as 
wide  an  exchange  of  ideas  as  .possible  with  foreign 
research  institutions. 

Some  countries  in  the  ECAFE  region  have 
established,  or  are  taking  steps  to  establish,  advanced 
technological  research  institutions.  Examples  are  the 
Institute  of  Scientific  and  Industrial  Research  in 
Colombo,  the  Indian  Institute  of  Technology,  the  Council 
of  Scientific  and  Industrial  Research  of  Pakistan,  the 
Chinese  Acadenn  of  Sciences  in  Peking,  the  proposed 
Technological  Research  Institute  of  Burma,  the  Technical 
Institute  in  Thailand,  and  the  proposed  regional  nuclear 
research  center  in  the  Philippines.- 

Another  closely  related  economic  service  is  that  of 
training.  The  application  of  new  techniques  or  the 
modification  of  existing  methods  of  production  demands 
engineers,  agriculturalists,  accountants,  administrators, 
managers,  foremen  and  large  numbers  of  skilled  workers. 
Such  skilled  persons  are  at  present  very  scarce  in  most 


Table  2 

Percentage  distribution,  by  sector,  of  planned  public  expenditures  in  some  ECAFE  countries” 


Duration  , 

oi  the  Plan  j 

Agriculture 

and 

Irrigation 

Transport 
and  Com¬ 
munication 

Power 

1 

i  Industry 
and 
mining 

Social 

Services 

Others 

Burma  . 

1952—60 

10.8 

42.4 

23.0  ! 

8.2 

15.5 

1  _ 

Cambodia 

1956—70  ' 

38.0 

34.0 

4.0 

— 

19.0 

5“ 

Ceylon  . 

1954/55—1959/60 

36.5  i 

t  33.1»> 

— 

4.4 

1  16.0 

10.0' 

China:  Taiwan 

1955—56 

47.3  1 

i  8.7 

10.4 

27.5 

1  - 

Mainland . . 

1955—57 

8.0 

11.7 

2.8 

40.9 

18.6 

1  18 

India  . 

1956/57—1960/61 

21.0' 

29.0 

9.0 

19 

20.0 

2.0 

Nepal  . 

1956—60 

22.0 

30.0 

14.0 

8.0 

;  4.0 

22.0' 

Pakistan . 

1956—60 

ll.ld 

'  20.5 

32.5' 

13.4 

i  20.8 

!  1.7 

Philippines 

1954—59  1 

10.1 

3.8 

32.1f 

1  53.9" 

*  Note  that  fisrures  shown  for  different  countries  are  not  fully  com¬ 
parable  because  of  differences  in  definition. 

a.  Mostly  expenditures  on  survey,  statistics  etc. 

b.  Public  utilities  including  power. 

c.  Includes  community  development. 


d.  Excludes  expenditures  on  irrigation. 

e.  Includes  expenditures  on  irrigation. 

f.  Manufacturing  only. 

g.  48.9  per  cent  for  construction,  6.0  per  cent  for  others. 


1.  United  Nations,  Electric  Power  BuUetm  (ST/ECAFE/SER.L/8), 
Jan.  1956. 

2.  Numerous  other  examples  could  be  cited.  It  may  be  emphasized 
that  in  this  area,  as  in  the  whole  field  of  training  referred  to 
below,  foreign  assistance  has  made  and  is  making  a  particularly 
important  contribution.  The  United  States,  for  example,  is  financ¬ 
ing  contracts  under  which  26  American  universities  and  colleges 


are  furnishing  faculty  members,  equipment  and  other  assistance  in 
building  up  ^uivalent  institutiona  la  11  ECAFE  countries;  among 
the  research  institutions  being  expanded  and  improved  with  Ue>  aid 
are  several  of  those  listed  above.  Among  a  number  of  examples  of 
technological  aid  from  other  countries,  it  is  indicated  that  the 
Indian  Technological  Research  Institution  and  the  Technological 
Research  Institution  of  Burma  at  Rangoon  will  receive  USSR  aid, 
the  former  through  UNESCO,  the  latter  directly. 


under-developed  countries,  and  there  are  no  easy  ways 
to  overcome  this  serious  handicap.  At  the  least,  however, 
the  State  can  relate  training  to  development  needs  and 

necessary  steps  to  remove,  as  far  as  possible,  the 
bottlenecks  arising  from  the  shortage  of  skills.  This 
involves  the  establishment  of  technical  institutions  and 
vocational  training  programmes  whereby  qualified  per¬ 
sons  can  receive  the  necessary  training.  The  offer  of 
scholarships  at  home  and  abroad  is  essential.  Provision 
should  also  be  made  so  that  foreign  experts  provided 
by  various  aid  agencies  will  train  enough  nationals.^ 

Social  overhead  capital  and  services 

Economic  development  also  calls  for  expansion  in 
social  capital  (or  social  overhead  capital)  and  in  social 
services.^  In  most  ECAFE  countries  widespread  poverty 
has  obliged  the  State  to  spend  a  sizeable  portion  of  its 
planned  expenditures  on  education,  health,  housing  and 
various  other  welfare  schemes,  although  in  some  other 
countries  the  burden  carried  has  been  relatively  light. 
The  question  inevitably  arises  as  to  the  amount  of 
resources  that  the  government  of  an  under-developed 
country  should  earmark  for  economic  and  social  capital 


1.  Similarly,  provision  can  be  made  in  the  foreign  investment  laws 
and  regulations  of  the  country  to  oblige  each  foreign  firm  to  reserve 
a  certain  percentage  of  its  office  positions  for  local  employees. 
Increased  pay,  social  prestige,  delegation  of  authority  and  other 
pecuniary  and  non-pecuniary  stimuli  can  contribute  to  a  rapid 
growth  of  technical  trainning. 

His-allocation  and  mal-distribution  of  exi>erts,  so  common  in 
most  under-develo);>ed  countries,  can  be  lessened  through  the 
establishment  of  a  special  committee  which  can  provide  information 
or  make  recommendations  to  the  government  concerning  the  avail¬ 
ability  of  trained  personnel  qualified  for  particular  posts. 

2.  A  clear-cut  classification  of  governmental  social  exi^nditures  is  not 
yet  available.  Generally  they  are  understood  to  include  expendi¬ 
tures  on  education,  health,  nutrition,  housing,  community  develop¬ 
ment,  social  security,  relief,  labour  and  other  social  welfare  pro¬ 
grammes.  In  reality,  however,  some  portions  of  these  exi)enditures 
may  also  be  of  an  economic  nature,  e.g.  expenditures  on  community 
development.  Some  countries  may  emphasize  the  production  aspect, 
others  the  social. 

In  this  paper  social  overhead  capital,  generally  known  as  social 
capital  expenditures,  means  expenditures  on  physical  assets  used 
for  social  purposes  such  as  building  of  schools,  hospitals,  housing, 
stadiums,  parks  and  other  necessary  equipment.  By  social  services 
are  meant  current  expenditures  and  transfer  payments  for  educa¬ 
tion,  health,  nutrition  and  other  social  welfare  measures.  Like 
certain  economic  services,  these  social  services,  while  not  ordinarily 
classed  as  capital,  are  often  “capital  like”  in  their  effects. 


respectively.  The  problem  is  clearly  one  of  striking  the 
right  balance  between  physical  capital  formation  and 
social  capital  and  services.  Improvement  in  education 
may  prove  futile  if  employment  opportunities  are  lacking. 
Similarly,  capital  will  remain  idle  in  the  absence  of 
necessary  qualified  persons. 

For  purposes  of  planning  it  will  also  be  appropriate 
to  draw  a  line  between  long-term  social  advancement 
and  immediate  social  improvement  required  for  the 
implementation  of  the  plan.  There  is  no  doubt  that 
general  education  raises  social  productivity  in  the  long 
run,  but  its  immediate  contribution  to  social  product  is 
more  limited.  It  is  therefore  necessary  to  allot  suffi¬ 
ciently  high  priority  to  those  schemes  which  are  closely 
linked  with  the  development  plan.  Only  in  this  way 
can  expenditures  in  education,  health  and  social  welfare 
help  to  eliminate  the  immediate  bottlenecks. 

Other  industries 

Beyond  the  field  of  economic  and  social  overheads 
as  such  are  various  other  items — for  example,  coal,  steel 
and  cement — to  which,  because  of  their  comparative 
scarcity  and  the  strategic  part  they  play  in  industrializa¬ 
tion  and  economic  development  generally,  governments 
in  the  ECAFE  region  are  likely  to  have  to  give  special 
attention  and  allocate  public  funds.  These  are  by  no 
means  the  only  industries  in  which  governments  of  the 
region  are  investing  public  funds.®  For  example,  in 
Burma,  Pakistan,  the  Philippines  and  Thailand  the 
government  has  established  textile  mills.  However,  coal, 
steel  and  cement  are  the  essential  and,  generally,  costly 
components  of  virtually  all  development  projects.  Their 

3.  Such  information  as  is  available  for  ECAFE  countries  on  (1)  the 
relative  magnitude  of  public  and  private  investment  in  the  public 
utilities  fields,  and  on  (2)  the  numbers  and  types  of  public  enter¬ 
prises  in  various  fields  other  than  public  utilities,  is  set  forth  in 
two  tables  below.  Coverage  of  countries  is  far  from  complete  and 
the  listing  of  enterprises  also  is  known  to  be  incomplete  for  at 
least  some  countries  covered.  In  certain  instances  it  is  reported, 
as  stated  in  footnotes  to  the  tables,  that  enterprises  now  public  are 
to  be  transferred  to  private  ownership,  or  vice  versa. 


(1)  Relative  Magnitude  of  Public  and  Private  Investment  in  Utilities  Fields  in  Some  ECAFE  Countries 


Electricity . 

Gas . 

Water  supply . 

Railway  transport . 

City  bus,  tramways  etc.  .  .  . 
Highway  passenger  transport 
Inland  waterway  transport  .  . 

Ocean  transport . 

Air  transport . 

Telephone  and  telegraph  .  .  . 


Electricity . 

Gas . 

Water  supply . 

^ilway  transport . 

Wty  bus,  tramways  etc.  .  .  . 
Highway  passenger  transport 
mland  waterway  transport  .  . 

Ocean  transimrt . 

Air  transport . 

Telephone  and  telegraph  .  .  . 


Burma 

Ceylon 

China 

(Taiwan  only) 

India 

mainly  public 

all  public 

all  public 

mainly  public 

a. 

— 

all  private 

all  public 

b. 

all  public* 

all  public 

all  public 

all  public 

all  public 

all  public 

mainly  public 

all  publicb 

c. 

mainly  private 

c 

mainly  public 

all  private 

all  private 

mainly  private 

mainly  private 

all  private 

— 

d. 

mainly  public 

mainly  private  ^ 

mainly  public 

mainly  private 

all  public 

all  public 

all  private 

all  public 

all  public 

all  public 

all  public 

all  public 

e. 

1  Indonesia 

Japan 

Korea,  South 

Philippines  1 

f. 

mainly  publicd 

mainly  private 

mainly  private 

t  mainly  private 

1  mainly  public^ 

mainly  private 

mainly  public 

all  public 

all  public 

all  public 

mainly  public 

mainly  publicd 

'  mainly  public 

all  public 

mainly  public 

mainly  public 

mainly  private 

mainly  private® 

all  private 

i. 

mainly  private 

all  publicf 

all  private 

mainly  private 

mainly  private* 

ij  mainly  private  | 

mainly  private 

all  private 

mainly  private 

mainly  public 

mainly  private 

^  all  publich 

mainly  public 

— 

mainly  private 

1  mainly  publicd 

mainly  public 

all  public 

i 

Rangoon  area  only. 

Except  one  percent  private. 

City  bus  service  is  all  private 
while  tramways  are  municipal 
monopoly. 

Ownership  expected  to  become 
all  public. 

City  bus,  all  private;  tramways, 
mainly  private. 

Except  0.76  per  cent  private 
(March  1966). 

Inter-island  transport. 

Domestic  air  transport. 
Telegraph  and  postal  system, 
all  public;  telephone  and  radio 
transmission,  mainly  private; 
television,  all  private. 
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shortage  can  cause  delay  in  the  completion  of  specific 
projects  and  may  even  disrupt  the  whole  development 
programme.  Their  importation  usually  causes  a  drain 
on  the  foreign  exchange  reserves  of  the  country.  Mea¬ 
sures  which  serve  to  increase  the  supply  of  these  strategic 
resources  will,  in  time,  permit  and  stimulate  further 
development  in  the  public  and  private  sectors. 

Steel  is  an  essential  material  in  most  construction 
work.  At  present,  all  ECAFE  countries  except  Japan 
depend  in  varying  degrees  on  imports  of  steel  for  their 
development  projects.  For  many  ECAFE  countries  the 
establishment  of  iron  and  steel  plants  may  still  be 
uneconomical,  mainly  because  the  natural  resources  do 
not  exist  or  because  the  demand  is  still  too  limited  to 
support  a  plant  of  efficient  size.^  However,  in  mainland 


China  and  India,  which  have  available  raw  materials  v 
and  high  demand,  the  establishment  of  iron  and  steel 
plants  is  fundamental.  Mainland  China’s  First  Five-Year  [ 
Plan  anticipates  tripling  the  steel  output  and  raising 
pig  iron  production  by  one-and-a-half  times.  The  Second 
Five-Year  Plan  of  India  provides  for  the  establishment 
of  three  new  steel  mills — all  in  the  public  sector  although  \ 
some  foreign  loans  are  involved — and  the  expansion  of 
the  existing  private  Tata  mills.  The  target  is  a  doubling  t 
of  pig  iron  output  and  more  than  a  tripling  of  finished 
steel  output  by  1960/61  as  compared  with  1955/56. 
Burma,  Pakistan  and  the  Philippines  have  also  planned 
to  establish  small  iron  and  steel  plants.^ 

Coal  is  an  essential  factor  for  railways  and  thermal  , 
power  generation.  The  progress  of  coal  production  in  ' 


(2)  Numbers  and  Types  of  Public  Enterprises  Other  Than  Utilities  in  Some  ECAFE  Countries 


i 

MIXED  OWNERSHIP  ENTERPRISES 

i 

of  enters 
prises 

organiza¬ 

tions 

Public 

corporations 

Total 

Majority 
public  1 

ownership 

i0%  public 
ownership  { 

Minority 

public 

ownership 

BURMA  ^ 

i 

i 

( 

1 

Agriculture,  forestry,  fisheries  .... 

3 

3 

— 

—  i 

— 

Mining  and  other  extractive .  1 

4 

1 

3  j 

2 

1 

— 

Manufacturing  and  processing  ....  | 

1 

—  1 

1  i 

— 

1 

Commerce,  banking,  others . | 

7 

— 

7  ! 

— 

— 

— 

— 

Total .  1 

CYLON 

16 

— 

12 

3 

2  1 

1 

— 

Agriculture,  forestry,  fisheries  ....  ' 

a 

a 

— 

— 

—  1 

— 

Manufacturing  and  processing  .... 

7 

—  1 

7  i 

... 

-  j 

— 

— 

Commerce,  banking,  others . ! 

1 

— 

— 

1 

~  1 

— 

1 

Total . 

8b 

“  i 

7 

1 

—  1 

— 

1 

CHINA  (Taiwan  only)' 

Agriculture,  forestry,  fisheries  .... 

2 

Mining  and  other  extractive . 

4d 

..  i 

Manufacturing  and  processing  ....  i 

10 

1 

Commerce,  banking,  others . 

6 

1 

1 

Total .  1 

INDIA' 

- 

j 

1 

’’ 

i  ■■  1 

Agriculture,  forestry,  fisheries  .... 

3 

3 

_  ^ 

— 

_ 

Mining  and  other  extractive . 

6 

2 

1 

2 

2 

Manufacturing  and  processing  .... 

80 

64 

16 

i  8 

7 

'  •  •  i 

i 

Commerce,  banking,  others . 

1  27 

,  4 

9 

'  14 

10 

2 

2 

Total . 

JAPAN 

116f 

I  63 

25 

24 

,  ■’ 

2 

I 

3 

Agriculture,  forestry,  fisheries  .... 

2 

1 

1 

— 

— 

— 

Mining  and  other  extractive . 

2 

1 

1 

1 

1 

_ 

1  - 

Manufacturing  and  processincr  .... 

5 

2 

I  1 

2 

1 

1  — 

1 

Commerce,  banking,  others . 

1  60 

26 

12 

13 

3 

1  3 

1  7 

Total . 

KOREA,  SOUTH 

1  69 

28 

1  15 

16 

1  5 

i  2 

8 

Mining . 

2K 

1  _ 

2 

i  2 

I  _ 

— 

Manufacturing  . 

1  1* 

1  _ 

1 

,  1 

_ 

Commerce,  banking,  others . 

4h 

1 

1  2 

1  1 

1  ' 

— 

Total . 

PHILIPPINES 

7 

1 

1  2 

4 

j  4 

1  - 

— 

Agriculture,  forestry,  fisheries  .... 

4 

— 

4 

_ 

I  _ 

_ 

_ 

Mining  and  other  extractive . 

1 

1 

_ 

_ 

Manufacturing  and  processing  .... 

4 

4 

— 

_ 

— 

Commerce,  banking,  others . 

i  “ 

— 

10 

1 

1 

— 

— 

Total . 

i  20 

— 

19 

'  1 

1  1 

:  — 

- 

Grand  total . 

246b 

1 

92b 

80 

49 

1  31 

1  ® 

12 

General  note:  Totals  of  columns  do  not  add  up  to  grand  total  because 
information  is  lacking  on  the  organizational  type  of  certain  enter¬ 
prises. 

a.  Several  small  and  medium  size  animal  husbandry  farms  of  depart¬ 
mental  type. 

b.  Plus  the  enterprises  referred  to  under  a. 


c.  The  organizational  type  of  the  enterprises  listed  is  not  specified. 

d.  One  is  also  a  processing  enterprise. 

e.  Indian  listing  is  stated  to  be  incomplete. 

f.  The  organizational  type  is  not  specified  in  the  case  of  4  enterprises 
(1  in  mining,  3  in  manufacturing  and  processing). 

g.  Ownership  expected  to  become  aU  private. 


1.  In  1953  the  imports  of  steel  and  steel  products  in  9  ECAFE  coun¬ 
tries  (Burma,  Cambodia,  Ceylon,  Indonesia,  Laos,  Malaya,  Pakistan, 
the  Philippines  and  Viet-Nam)  amounted  to  about  800,000  tons. 
See  “Review  of  the  plans  and  problems  of  the  iron  and  steel  indus¬ 
try  and  aUied  industry  in  the  ECAFE  region”  (ECAFE/IAT/Sub. 
2/6),  June  1966. 


2.  The  annual  capacity  of  the  proposed  iron  and  steel  industry  in 
Pakistan  is  360,000  tons. 


( 
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^  the  ECAFE  region  as  a  whole  is  slow.  The  two  main 
I  potential  sources  are  mainland  China  and  India.  The 
f  First  Five-Year  Plan  of  mainland  China  and  the  Second 
j  Five-Year  Plan  of  India,  which  both  stress  rapid 
i  industrialization,  have  proposed  ambitious  programmes 
■  for  coal  development.  Mainland  China  has  planned  to 
'  raise  output  by  80  per  cent  between  1952  and  1957,  and 
j  India  by  60  per  cent  during  the  Second  Five-Year  Plan. 

In  India,  though  the  bulk  of  coal  production  is  in  the 
j  private  sector,  the  Second  Five-Year  Plan  calls  for  rapid 
expansion  of  the  public  scheme.  It  has  been  proposed 
that  out  of  23  million  tons  increase  in  coal  production 
*  envisaged  in  1960/61  about  60  per  cent  will  be  in  the 
I  public  sector. 

Since  most  of  the  heavy  construction  programmes 
take  place  in  the  public  sector,  it  is  essential  that  the 
governments  give  full  attention  to  the  development  of 
the  cement  industry.  Progress  in  cement  production 
has  been  very  rapid  in  the  region,  but  the  need  is  for 
much  greater  progress  still.  In  1954  total  net  import 
of  cement  into  twelve  countries  of  the  region  (Burma, 

I  Cambodia,  Ceylon,  Hong  Kong,  Indonesia,  Korea 

^  (South),  Laos,  Malaya,  Pakistan,  the  Philippines, 

Thailand  and  Viet-Nam)  amounted  to  about  64  per  cent 
1  of  their  combined  output.*  From  this,  one  can  visualize 

'  the  absorptive  capacity  of  the  region  for  cement  and 

I  the  need  for  its  development.  India  increased  its  output 

[  from  2.7  million  tons  in  1950/51  to  4.8  million  tons 

in  1955/56  and  has  planned  to  boost  it  to  13  million 
tons  by  1960/61.  The  planned  target  of  mainland  China 
)  is  to  raise  cement  output  from  2.86  million  tons  in 
1952  to  6  million  tons  in  1957;  it  produced  annually 
I  4.5  million  tons  in  1954  and  1955. 

The  employment  consideration 

At  the  current  low  rate  of  capital  formation  in 
most  ECAFE  countries,  ordinary  unskilled  labour  is  often 
in  surplus  and  the  alleviation  of  this  situation  may  well 
become  a  basic  objective  of  policy Several  methods 
of  approach  are  possible.  If  excess  capacity  exists  in 
State-owned  industries,  it  can  be  utilized  to  absorb  part 
of  the  surplus  labour.  Secondly,  the  State  can  promote 
^  the  establishment  or  growth  of  small-scale  and  cottage 
industries  to  produce  new  goods  or  to  compete  with  goods 
produced  by  existing  factories.  Some  protection  in  the 
^  form  of  subsidies  or  bounties  may,  however,  be  necessary ; 
in  some  cases  restrictions  may  be  placed  on  the  expansion 


1.  Economic  Survey  of  Aeia  and  the  Far  Eaet,  1955,  p.  21. 

2.  The  First  Five-Year  Plan  of  India  has  been  criticized  for  not  pro¬ 
perly  tackling  the  problem  of  unemployment.  In  the  Second  Five- 
Year  Plan  provisions  are  made  to  find  employment  for  10  million 
persons. 


of  factories  competing  with  small-scale  and  cottage 
industries,  as  is  anticipated  in  the  Second  Five-Year  Plan 
in  India.  Thirdly — a  fundamental  point  worth  consider¬ 
ing  where  employment  is  a  major  problem — technology 
can  be  modified  to  make  room  for  more  employment. 
There  is  no  reason  why  the  under-developed  countries 
cannot,  from  among  the  whole  range  of  potentially 
economic  methods,  consciously  adopt  and  adapt  from 
modern  technology  over  a  period  of  time  those  which 
use  more  labour  and  less  capital. 

Finally,  attention  should  be  given  to  the  utilization 
of  surplus  labour  in  the  expansion  of  future  employment 
opportunities,  i.e.  to  projects  in  which  surplus  labour 
is  not  merely  employed,  but  is  employed  to  produce 
the  scarce  factor,  capital.  Wealth-producing  projects 
such  as  roads,  dams,  irrigation  canals,  land  reclamation, 
etc.  create  immediate  employment  opportunities  and  also 
broaden  the  scope  for  future  employment.  Full  advant¬ 
age  should  be  taken  of  this  fact  in  planning  the  pattern 
of  public  investment,  both  insofar  as  public  works 
themselves  are  concerned  and  in  relation  to  promoting 
and  aiding  self-help  measures  such  as  community 
development  programmes. 

(c)  Forms  and  problems  of  organization  and 

ADMINISTRATION  IN  PUBLIC  AND  SEMI-PUBLIC  ENTERPRISE 

While  a  development  plan  calls  for  increased  State 
activities,  it  is  usually  agreed  that  traditional  government 
organizations  are  unable  to  do  more  than  a  minor  part 
of  the  job.  Most  under-developed  countries  have  found 
it  suitable  to  shift  operational  responsibility  under  the 
development  plan  to  autonomous  or  semi-autonomous 
public  enterprises. 

Public  enterprises  in  under-developed  countries  can 
play  a  pioneering  role.  They  can  introduce  new  avenues 
of  production  and  make  changes  in  the  existing  technical 
and  organizational  setup.  They  can  demonstrate  to  the 
private  sector  that  risk-taking  in  new  productive  fields 
can  pay  as  well  as  any  traditional  business  pursuit. 
Similarly,  the  government,  by  direct  participation  along 
with  private  capital,  can  mobilize  further  resources  for 
development. 

The  scope  of  public  enterprises  in  under-developed 
areas  has  varied  from  country  to  country.  Some  public 
corporations  are  responsible  for  co-ordination  of  the 
implementation  of  the  entire  national  development  plan, 
e.g.  the  Chilean  Development  Corporation,  the  Industrial 
Development  Company  of  Puerto  Rice  and  the  Sumer- 
bank  and  Etibank  of  Turkey,  but  most  of  them  in  Asia, 
Africa  and  Latin  America  do  not  fall  within  this 


category.^  In  ECAFE  countries  public  enterprises  are 
engaged  in  many  fields:  agriculture,  transport,  power, 
mining,  heavy  and  light  industries,  finance  and  commerce. 
In  Ceylon,  the  Philippines  and  Thailand  public  enter¬ 
prises  have  been  engaged  in  manufacturing.  In  Pakistan 
emphasis  has  been  put  on  credit  institutions  such  as  the 
Industrial  Finance  Corporation,  Agricultural  Develop¬ 
ment  Finance  Corporation,  House-building  Finance 
Corporation  and  Insurance  Corporation.  In  India, 
public  enterprises  cover  a  variety  of  fields,  with  particular 
emphasis  recently  on  integrated  development  such  as  the 
Damodar  Valley  Project,  as  well  as  on  credit  institutions. 
A  similar  trend  is  appearing  in  Burma. 

Forms  of  public  enterprise 

Several  different  forms  of  public  enterprise  are 
found  in  the  under-developed  countries,^  with  each 
country  tending  to  adopt  those  that  fit  best  into  the 
legal  and  administrative  structure  of  the  country.  Most 
public  enterprises  in  the  ECAFE  region  come  under  the 
fololwing  three  forms:  (a)  departmental  organization; 
(6)  public  corporation;  and  (c)  mixed-ownership  (joint 
public  and  private)  corporation. 

Departmental  or  “bureaucratic”  organizations  are 
public-owned  enterprises  set  up  either  to  offer  service 
(telephone  and  telegraph,  railroads,  radio,  etc.)  or  to 
secure  revenue  (tobacco,  liquor,  sugar  and  salt  mono¬ 
polies).®  In  most  cases  each  such  organization  operates 
as  a  branch  or  subdivision  of  a  regular  government 
department,  enjoying  the  usual  prerogatives  of  govern¬ 
ment  agencies,  and  civil  service  privileges  for  its 
employees.  For  financial  needs  it  depends  on  annual 
budget  appropriations  and  is  subject  to  prevailing 
budgetary  controls.  The  most  important  advantage  of 
departmental  organization  is  the  high  degree  of  control 
that  the  government  can  exercise  over  its  operations. 
However,  departmental  organizations  have  been  criticized 
for  financial  and  administrative  inflexibility,  red  tape 
and  business  inefficiency.  Despite  these  handicaps, 
departmental  organizations  are  still  popular  in  ECAFE 
countries. 

A  public  corporation  is  a  government-owned  auto¬ 
nomous  enterprise  with  well  defined  powers,  usually 

1.  For  example,  most  public  enterprises  in  Latin  American  countries 
are  engaged  in  mining  and  manufacturing.  In  the  Middle  East, 
emphasis  is  on  manufacturing,  while  in  Africa  agricultural  develop¬ 
ment  has  been  the  main  pursuit  of  public  enterprises,  such  as 
El-Gezira  in  Sudan. 

2.  Collected  papers  for  Seminar  on  Organization  and  Administration 
of  Public  Enterprises  in  the  Industrial  Field,  sponsored  jointly  by 
the  Government  of  the  Union  of  Burma,  the  United  Nations 
Economic  Commission  for  Asia  and  the  Far  East,  the  United 
Nations  Technical  Assistance  Administration  and  the  International 
Institute  of  Administrative  Sciences,  Rangoon,  March  1954. 

3.  Ibid. 


established  by  an  act  of  parliament.  It  functions  as  a  ) 
special  agency  with  a  specific  purpose.  Except  for  their 
original  capital  most  public  corporations  are  self-sustain-  > 
ing  and  exercise  a  substantial  degree  of  freedom  over 
the  use  of  their  resources.  In  some  cases  they  are  ' 
organized  as  limited  liability  joint  stock  companies. 
They  are  ordinarily  managed  by  a  board  of  directors,  ^ 
although  occasionaly  their  management  may  lie  in  the  j 
hands  of  an  executive. 

The  most  important  advantage  of  a  public  corpora¬ 
tion,  as  compared  with  a  departmental  organization,  is 
its  freedom  from  direct  government  interference,  parti-  • 
cularly  with  regard  to  day-to-day  managerial  decisions. 

t 

Public  corporations  in  ECAFE  countries  have  grown 
rapidly  during  the  postwar  period.  Their  efforts  are 
sometimes  concentrated  either  on  overall  or  on  regional 
development.  The  Industrial  Development  Corporations  > 
of  India  and  Pakistan  are  mainly  concerned  with 
financing  the  promotion  and  creation  of  industrial  enter¬ 
prises.  The  Helmand  Valley  Authority  in  Afghanistan, 
the  Damodar  Valley  Corporation  in  India,  the  Gal  Oya 
Development  Board  in  Ceylon  and  the  Hokkaido  Develop-  ' 
ment  Corporation  in  Japan  are  concerned  with  regional  > 
development.  In  other  countries  of  the  ECAFE  region 
public  corporations  are  engaged  in  specific  construction,  > 
manufacturing  and  trade  activities;  for  example  the  Rice  ; 
Marketing  Board  of  Burma;  the  Aichi  Water  Canal  | 
Corporation  in  Japan  and  the  Cebu  Portland  Cement  i 
Company  in  the  Philippines.  In  the  Philippines  the 
Rehabilitation  Finance  Corporation  is  concerned  entirely  ^ 
with  the  financing  of  agriculture,  industry  and  con¬ 
struction.  j 

A  mixed-ownership  corporation,  owned  jointly  on  a 
limited  liability  basis  by  the  government  and  the  private 
sector,  is  considered  as  a  separate  business  entity, 
obtaining  most  of  its  capital  directly  through  borrowing 
and  free  from  day-to-day  treasury  control.  In  almost 
all  cases  its  activities  are  controlled  by  a  board  of 
directors  appointed  by  the  government  and  private  share¬ 
holders.  This  form  of  organization  is  usually  preferred  | 
for  an  enterprise  with  relatively  little  political  importance 
or  when  the  ultimate  goal  is  to  transfer  total  ownership  ^ 
to  the  private  sector;  it  is  an  important  means  of  assuring 
that  the  public  interest  is  represented.  Through  mixed- 
ownership  corporations  the  government  can  stimulate  > 
development  by  offering  financial  and  technical  assistance.  , 
Many  ECAFE  countries,  especially  Afghanistan,  Burma 
and  Thailand,  prefer  this  form  of  organization  to  I 
departmental  organizations,  and  in  most  cases  the  out¬ 
come  of  such  ventures  has  been  quite  successful. 
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financing  of  public  enterprises 

Methods  of  financing  public  enterprises,  which  vary 
from  country  to  country  and  from  one  type  of  enterprise 
to  another,  include  government  budgetary  appropriations, 
sale  of  stocks  and  bonds  to  the  public,  foreign  borrowing, 
internal  accumulation,  etc.  However,  owing  to  difiSculties 
of  raising  funds  independently,  the  main  source  of 
finance  has  thus  far  been  the  central  government  budget. 

Budgetary  appropriations,  which  constitute  the  main 
source  of  finance  for  State-owned  corporations  in  main¬ 
land  China,  North  Korea  and  North  Viet-Nam,  are 
familiar  in  other  countries  of  the  region  as  well.  They 
may  take  the  form  of  a  special  fund,  subsidies  or  any 
other  grant.  Initial  financing  is  mostly  accomplished 
by  setting  aside  a  special  capital  fund  while  annual 
expenses  are  met  from  the  government’s  current  budget. 
In  some  countries  of  Latin  America,  e.g.  Venezuela,  the 
practice  is  to  allocate  a  certain  percentage  of  the  govern¬ 
ment  budget  for  the  development  of  public  enterprises. 
Some  other  countries,  such  as  Chile  and  Bolivia,  annually 
earmark  particular  taxes  (or  some  percentage  of  such 
taxes)  for  financing  development  corporations.  In  Chile 
the  annual  earmarked  taxes  amount  to  about  10  per  cent 
of  the  State’s  tax  revenue.^ 

Mixed-ownership  corporations  receive  their  funds 
from  the  issue  of  stocks  and  bonds.^  In  some  cases  they 
may  receive  loans  from  the  treasury  or  any  other  public 
or  private  financial  institutions.  In  some  countries 
public  corporations  are  authorized  to  issue  bonds  and 
debentures. 

In  case  of  foreign  loans.  State  authorization  and 
guarantee  are  ordinarily  required.  For  example,  the 
World  Bank’s  loans  to  the  Japan  Development  Bank 
for  various  electric  power  developments,  and  the  loans 
obtained  by  the  State  Railways  of  Thailand  and  the 
Karachi  Electric  Supply  Corporation  of  Pakistan,  have 
all  received  the  authorization  and  guarantee  of  the 
respective  States.  The  same  condition  will  apply  in  the 
case  of  the  prospective  loans  of  the  World  Bank  to  the 
Hokkaido  Development  Corporation  and  the  Aichi  Water 
Canal  Corporation  of  Japan. 

State  enterprises  may  also  meet  their  financial  needs 
by  drawing  on  their  own  accumulation,  the  accumulation 
of  other  public  enterprises  or  government  trust  funds. 

1.  The  earmarked  taxes  for  the  Chilean  Development  Corporation  are: 
a  special  2  per  cent  addition  to  taxes  on  income  received  from 
s^ks  and  bonds;  1  per  cent  on  income  of  industrial  and  commer¬ 
cial  enterprises;  8  per  cent  on  income  of  mining  enterprises;  10 
per  cent  on  the  income  of  copper  companies  and  a  certain  per¬ 
centage  of  a  few  other  minor  taxes.  Such  percentages,  however, 
are  subject  to  change.  (See:  Herman  Finer,  The  Chilean  Develop- 
ment  Corporation,  International  Labour  Office,  Montreal  1947, 
P.  72.) 

2.  For  jointly-owned  financial  corporations,  see  section  3  (a)  of  this 

paper.  , 


An  example  of  the  latter  case  is  the  Rehabilitation 
Finance  Corporation  of  the  Philippines  which  has  access 
to  the  Government  Service  Insurance  Fund  and  the  Postal 
Savings  Bank  Fund. 

Administration  and  management 

Regardless  of  the  form  of  public  enterprise,  the 
policy  board  makes  the  necessary  decisions  and  the 
management  implements  them.  To  ensure  success,  the 
policy  board  of  a  public  enterprise  should  be  a  well- 
chosen  team  of  able  and  experienced  civil  servants, 
industrialists  and  other  outstanding  citizens. 

The  number  of  members  on  the  policy  board  and 
the  powers  delegated  to  them  will  differ  with  the  functions 
of  the  enterprise  concerned.  If  the  functions  are  large 
and  diversified  the  membership  will  also  have  a  rather 
wide  coverage.  For  example,  the  policy  board  of  the 
Chilean  Development  Corporation  consists  of  25  pro¬ 
minent  members  representing  diverse  interests  in  the 
country.®  It  is,  of  course,  important  to  avoid  political 
favouritism  in  appointing  the  board  members. 

It  is  always  valuable  to  let  technical  bodies  or 
consulting  groups  advise  the  policy  board  on  technical 
matters,  as  is  done  in  Sudan  where  the  Gezira  Local 
Advisory  Committee,  a  small  group  of  tenant  representa¬ 
tives,  assists  the  Sudan  Gezira  Board. 

The  management  board  is  a  body  of  full-time  or 
part-time  employees  carrying  out  the  decisions  of  the 
policy  board.  Most  departmental  organizations  have 
board  management  to  ensure  speed  and  elasticity  in 
work.  However,  management  boards  of  departmental 
organizations  are  simply  the  subordinate  executive  bodies 
of  a  particular  ministry  or  other  government  department. 

It  is  important  to  recognize  that,  quite  aside  from 
questions  of  ownership  and  organization  of  governmental 
enterprises,  there  is  a  separate  problem  of  effective  and 
efficient  management,  especially  in  the  case  of  industrial 
enterprises.  There  have  been  instances  of  government 
industrial  ventures  whose  records,  despite  promising 
technical  and  market  possibilities,  have  been  disappoint¬ 
ing  because  of  inexperienced  and  inefficient  management. 
This  may  be  partly  due  to  the  fact  that  salaries  in  the 
public  sector  for  top  management  personnel  are  usually 
lower  than  for  comparable  responsibilities  in  the  private 
sector,  so  that  it  is  a  little  difficult  for  the  public  sector 
to  attract  outstanding  entrepreneurial  talent. 

Successful  management  of  industry  demands  a  high 
degree  of  flexibility,  resourcefulness  and  experience  in 

3.  Finer,  op.  eit.,  pp.  64-65. 
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the  appraisal  of  market  situations  and  cost  conditions, 
and  rapid  adaptation  to  actual  and  prospective  changes. 

It  also  demands  continuing  search  for  and  grasp  of  new 
market  possibilities  and  opportunities  for  improvement 
in  technique,  organization  and  industrial  relations  which 
will  add  to  efficiency  and  reduce  cost.  These  elements 
of  management  are  essential  if  industrial  ventures  are 
to  become  and  remain  competitive  and  if  the  necessity 
for  prolonged  protection  at  the  expense  of  the  economy 
as  a  whole  is  to  be  avoided.  In  short,  even  where 
considerable  independence  and  flexibility  is  accorded 
government  industrial  ventures  through  various  degrees 
of  autonomous  organization,  there  is  still  the  problem  of 
finding  management  with  the  necessary  skill  and 
experience.  This  is  particularly  difficult  in  many  of  the 
countries  of  the  ECAFE  region  because  of  the  limited 
scale  of  industrial  development  and  consequent  shortage 
of  managerial  personnel. 

Among  managerial  arrangements  which  may  con¬ 
tribute  to  a  solution  of  this  problem,  may  be  mentioned 
the  joint  venture  in  which  the  government  is  associated 
with  an  experienced  firm  (frequently  a  foreign  firm)  in 
the  ownership  of  the  enterprise  but  the  management, 
except  for  broad  policy  matters,  is  left  to  the  firm 
even  though  its  equity  may  be  a  minority.  Another 
possibility  is  a  management  contract  in  which  an  enter¬ 
prise,  which  may  be  wholly  or  partly  government-owned, 
is  managed  by  an  experienced  firm  for  a  fee  plus, 
preferably,  some  additional  incentives  for  efficient  and 
profitable  operation. 

These  arrangements  have  the  advantage,  over 
employment  for  management  purposes  of  one  or  more 
outside  individuals,  that  an  outside  firm  can  give 
greater  assurance  of  continuity  of  satisfactory  manage¬ 
ment  and  also  usually  is  able  to  draw  on  the  experience, 
personnel  and  market  and  technical  research  capacities 
of  the  home  organization  in  performing  its  management 
functions.  It  is  important  that  such  arrangements  allow 
the  management  sufficient  operating  independence  to 
perform  effectively  and  that  the  contractual  terms  are 
sufficiently  favourable  and  for  a  long  enough  period  to 
attract  experienced  firms  of  a  high  calibre.  The  terms 
should  also  include,  of  course,  provision  for  effective 
training  of  local  personnel  for  increasing  participation 
in  and  eventual  assumption  of  the  management  functions. 

In  the  matter  of  personnel  policy,  departmental 
organizations  usually  tend  to  have  employment  practices 
geared  to  the  Civil  Service  Act,  while  public  corporations 
enjoy  somewhat  more  freedom  of  action  on  employment, 
discharge,  promotion  and  salary  scale.  In  Puerto  Rico, 
for  instance,  plant  managers  of  the  subsidiaries  of  the 


Industrial  Development  Company  can  appoint  and  dismiss  ^ 
a  person  without  prior  review  by  the  President  or  the  j 
Board  of  Directors.  Similarly,  in  Burma  the  general  ^ 
manager  can  employ,  discharge,  and  promote  personnel 
of  middle  and  lower  grades.  But  there  are  many 


of  the  Sumerbank  and  Etibank,  both  having  the  status 
of  public  corporations,  is  controlled  by  a  special  law  | 
enforced  by  the  minister  in  charge. 

An  important  function  of  management,  especially  ' 
in  under-developed  countries,  relates  to  employee  training 
programmes.  In  order  to  augment  scarce  skills,  public  ' 
enterprises  should  make  all  efforts  to  build  “know-how”  | 
within  the  organization.  In  Turkey,  for  instance,  the  ‘ 
Sumerbank  and  Etibank  carry  on  extensive  courses  for 
employee  training  in  mining,  management  and  account¬ 
ing.  In  Spain  public  enterprises  are  required  to  establish 
an  apprenticeship  school  at  each  work  centre  permanently 
employing  more  than  100  workers.  Similarly,  the 
Helmand  Valley  Authority  in  Afghanistan  has  established 
an  agricultural  centre  for  teaching  modern  methods  of 
irrigation  to  the  local  people.  In  India  the  government  , 
is  considering  the  establishment  of  a  management  pool  >. 
large  enough  to  meet  the  requirements  of  government  ' 
enterprises.  i 

Price  policy 

From  the  point  of  view  of  economic  analysis,  the 
price  policyof  public  enterprises  differs  in  many  respects  ' 
from  that  of  private  enterprises.  Any  price  charged  j 
by  public  enterprises  for  the  sale  of  goods  or  services 
is  a  shift  of  purchasing  power  from  the  private  to  the  j 
public  sector,  and  any  price  paid  by  public  enterprises  ' 
for  the  purchase  of  goods  and  services  represents  a  shift 
of  purchasing  power  from  the  public  to  the  private  sector. 
Profit  received  resembles  excise  duties  and  loss  incurred 
is  a  form  of  subsidy  to  the  consumer  or  user.  A  public 
enterprise  can  afford  to  sustain  losses  over  a  considerable 
period,  while  private  enterprises  cannot  do  so  without 
continued  government  subsidy.  The  problem  of  mono¬ 
poly  and  competition  also  affects  the  price  policy  of 
public  enterprises. 

However,  there  is  no  reason  why  a  public  enterprise  ' 
may  not  follow  the  same  rules  concerning  price  fixing 
as  are  used  in  any  other  enterprise,  and  indeed  in  many 
cases  this  may  be  highly  desirable.  The  absence  of  profit 
or  the  occurrence  of  losses  has  adverse  effects  on  | 
government  revenue  (the  impact  being  considerable  when  , 
profits  constitute  a  sizeable  part  of  total  State  revenue)  * 
and  limits  the  expansion  of  the  enterprise  through  lower 
accumulation.  Since  a  major  problem  in  economic  i 
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development  is  to  raise  the  national  rate  of  saving,  it 
may  well  be  more  important  in  many  instances  that 
prices  charged  by  public  enterprises  should  be  set  so 
as  to  increase  public  savings  than  that  they  should  be 
set  low  merely  in  order  to  demonstrate  that  in  public 
(as  contrasted  with  private)  enterprises  profits  are  not 
necessary. 

There  may  be  circumstances  where  subsidies  to 
public  enterprises  are  needed.  Sometimes  a  public  enter¬ 
prise  may  be  created  solely  to  render  a  service  of  a 
welfare  nature,  or  a  product  or  service  may  be  delibe¬ 
rately  sold  below  cost  to  stimulate  expansion  in  other 
fields  of  activity.  For  example,  electricity,  steel,  cement, 
coal,  fertilizer,  etc.  may  be  sold  at  production  cost,  or 
even  at  a  loss,  in  order  to  stimulate  industrialization. 
In  all  such  cases  public  enterprises  may  deviate  from 
the  generally  accepted  price  policy  followed  by  private 
enterprises. 

Government  control 

Governments  are  frequently  critized  either  for 
neglect  of,  or  excessiveness  of,  controls  over  public 
enterprises.  Undoubtedly  a  certain  amount  of  control 
over  public  enterprises  is  essential.  Broadly  speaking, 
government  controls  over  public  enterprises  are  of  two 
kinds:  (a)  financial  controls,  and  (6)  administrative 
controls. 

The  problem  of  financial  controls  could  be  made 
much  simpler  provided  public  enterprises  were  financially 
self-sustaining.  However,  as  noted,  in  most  under¬ 
developed  countries  public  enterprises  rely  mainly  on 
public  funds  for  their  finance.  In  many  countries  such 
dependence  has  led  to  a  dilemma  of  financial  flexibility 
vs.  public  accountability.  Thus  far  no  clear-cut  solution 
has  been  found  and  the  controversy  continues  in  almost 
all  countries  of  the  world. 

A  suitable  approach  appears  to  be  for  the  govern¬ 
ment  to  formulate  a  pattern  of  selective  control  over 
vital  decisions  but  not  minor  details.  Within  such  a 
framework  it  will  be  in  a  position  to  channel  the  necessary 
resources  to  strategic  enterprises  at  critical  times.  Such 
a  pattern  may  include  controls  over  new  capital  authoriza¬ 
tion,  borrowing  in  excess  of  a  specified  sum,  payments 
of  dividends  and  fixing  of  reserves.  The  trend  in  many 
ECAFE  countries  has  been  in  this  direction. 

Though  parliamentary  controls  are  common  in  some 
under-developed  countries,  their  use  can  be  overdone. 
The  inexperience  in  public  administration  and  accounting 
of  most  parliament  members  often  leads  to  superficial 
judgment.  To  the  extent  that  parliamentary  controls 


are,  however,  essential,  it  is  well  to  make  technicians 
available  to  parliamentary  committee  for  analysing 
reports  and  financial  statements  of  public  enterprises. 

It  is  of  course  essential  to  have  the  accounts  of 
all  public  enterprises  properly  audited.  By  their  nature 
some  departmental  enterprises  automatically  come  under 
government  auditing;  but  by  and  large,  it  is  desirable 
that  accounts  of  purely  commercial  undertakings  in  the 
public  sector  be  audited  on  strictly  commercial  lines. 

Administrative  controls  of  public  enterprises  in 
under-developed  countries  should  be  adequate  to  assure 
necessary  co-ordination  between  public  enterprises  and 
the  government.  As  far  as  departmental  organizations 
are  concerned,  the  problem  of  control  is  mostly  settled. 
The  minister  concerned,  either  directly  or  through  his 
representative,  controls  all  the  important  administrative 
decisions.  In  the  case  of  a  mixed-ownership  corporation, 
the  degree  of  administrative  control  depends  on  owner¬ 
ship  if  the  government  owns  the  majority  share,  naturally 
it  will  be  in  a  position  to  appoint  the  majority  members 
of  the  governing  board  and  thus  control  the  management. 
For  example  in  the  Pakistan  Industrial  Finance  Corpora¬ 
tion,  where  51  per  cent  of  the  shares  are  owned  by  the 
State,  the  government  appoints  6  out  of  the  9  members 
on  the  Board  of  Directors.  In  the  case  of  the  Industrial 
Finance  Corporation  of  India,  where  the  government 
share  is  not  greater  than  that  of  any  other  group, 
only  one-third  of  the  board  members  are  government 
appointees. 

Though  the  law  gives  considerable  autonomy  to 
public  corporations,  in  practice  they  look  mostly  to  the 
government  for  supervision.  In  most  under-developed 
countries  the  appropriate  ministry  controls,  directly  or 
indirectly,  the  activities  of  the  corporation.  These 
controls  may  come  in  the  form  of  policy  direction,  the 
right  to  approve  or  veto  major  decisions  and  the  authority 
to  appoint  some  of  the  members  of  the  governing  board. 

3.  “Indirect”  Means  of  implementation, 
to  promote  or  regulate  private  action 

(a)  Monetary  and  credit  poucy 

Monetary  policy,  fiscal  policy  and  commercial  policy 
are  perhaps  the  most  typical  of  the  indirect  means  of 
achieving  governmental  economic  objectives,  such  as  a 
speeding  up  of  the  process  of  economic  development. 
Monetary  policy  as  usually  conceived  is  probably  the 
“most  indirect”  of  the  three. 

The  primary  task  of  traditional  monetary  policy 
has  been  to  regulate  the  general  level  of  economic 
activity  through  control  over  the  volume  of  bank  credit 


and  currency.  Even  in  industrial  countries,  however, 
such  control  has  proved  to  he  insufficient  during  depres¬ 
sion,  when  fiscal  policy  has  been  a  far  more  powerful 
means  for  attaining  recovery.  The  influence  of  monetary 
policy  in  restraining  excessive  booms  is  somewhat 
greater,  although  it  of  course  was  insufficient  to  combat 
inflation  during  both  the  first  and  second  world  wars 
when  resort  had  to  be  made  not  only  to  fiscal  policy 
but  to  price  control  etc.  Although  there  has  recently 
been  some  tendency  to  revitalize  monetary  policy  in 
industrial  countries,  it  would  appear  that  this  instrument 
generally  affects  the  level  of  economic  activity  only  in 
a  rather  indirect  way  and  concerns  itself  largely  with 
the  secondary  or  “induced”  activities  originating  from 
other  causes. 

The  effectiveness  of  traditional  monetary  policy 
at  present^  is  even  more  limited  in  under-developed 
countries,  where  money  and  capital  markets,  too,  are 
under-developed.  In  most  countries  of  the  ECAFE 
region,  currency  is  more  important  than  bank  deposits. 
Even  if  the  central  bank  is  able  to  control  the  volume 
of  commercial  bank  credit,  such  control  affects  almost 
exclusively  the  relatively  less  important  deposit  money. 
However,  this  does  not  suggest  that  under-developed 
countries  should  discard  monetary  policy;  on  the 
contrary,  the  need  is  for  an  adaptation  of  monetary  and 
credit  policy  that  will  enable  it  to  help  in  financing 
economic  development  as  well  as  in  maintaining  monetary 
stability.  In  developed  countries,  the  credit  and  financial 
system  matured,  mainly  through  private  enterprise, 
parallel  with  the  growth  of  industry  and  other  sectors 
of  the  economy;  in  many  under-developed  countries, 
however,  owing  to  the  lack  of  capital,  initiative  and 
profitability  in  agricultural  and  industrial  finance,  the 
private  sector  can  hardly  be  expected  to  play  the  leading 
part  in  the  financing  of  development.  Thus,  monetary 
and  credit  policy  for  under-developed  countries  should 
aim  at  developing  a  financial  system  which  will  not  only 
be  powerful  in  controlling  secondary  or  credit  inflation 
(or  deflation)  but  also  efficient  in  providing  funds  for 
development  and  selective  enough  to  influence  the  pattern 
of  investment. 

Central  bank  control  over  credit 

In  the  context  of  an  economic  development  pro¬ 
gramme,  general  quantitative  control  over  bank  credit 
is  mostly  a  question  of  controlilng  inflation.  Although 
mild  inflation  tends,  to  some  extent,  to  stimulate  capital 
formation,  inflation  beyond  a  certain  limit  is  not  con- 

1.  A  rouKh  distinction  can  be  drawn  between  the  traditional  monetary 
policy  of  central  banks,  which  is  mostly  of  a  general  quantitative 
type,  and  credit  allocation  under  public  control.  Reference  is  made 
to  the  latter  mainly  in  connection  with  the  discussion  of  selective 
credit  controls  and  new  financial  institutions  (infra,  p.  43). 


ducive  to  development.  It  tends  to  raise  prices  of  f 
equipment,  materials  and  wages,  thus  increasing  costs  of  I 
development  projects  and  preventing  the  government  ^ 
from  carrying  out  fully  the  programmes  planned.  It  * 
tends  to  distort  the  pattern  of  investment  and  production,  ; 
with  new  investment  running  off  into  speculation  in  1 

commodities  and  real  estate  (including  luxury  buildings,  j 
hotels  and  houses),  as  well  as  into  production  and  trade 
for  windfall  profits.  It  also  enhances  the  unevenness 
in  income  distribution  to  the  disadvantage  of  the  salaried 
and  wage-earning  classes  among  others.  The  balance  of 
payments  deteriorates;  either  the  currency  depreciates, 
or  stricter  import  and  exchange  controls  are  called  for, 
resulting  in  further  rise  in  prices.  I 

For  a  developing  economy,  control  over  the  supply 
of  money  and  credit  should  be  exercised  in  such  a  way 
that  a  general  increase  in  prices  is  prevented  or  held 
within  limits  without  retarding  the  growth  of  production.  ' 
An  increase  in  the  quantity  of  money  clearly  is  required 
in  such  an  economy,  not  only  because  of  the  growth 
of  production  (with  growth  of  population,  expansion  of 
resources  under  utilization,  increase  in  productivity,  etc.) 
but  also  because  of  the  enlargement  of  the  “monetized” 
sector  of  the  economy.  Thus,  for  a  developing  economy,  ) 
it  is  not  sufficient  to  maintain  a  fixed  proportion  between  ^ 
the  quantity  of  money  and  the  actual  national  output;  » 
the  proportion  has  to  increase  with  development,  if  prices 
are  to  remain  generally  constant.  t 

For  an  industrial  and  developed  economy,  it  is  ^ 
usually  considered  desirable  to  maintain  the  price  level 
unchanged  or  to  stabilize  the  monetary  rewards  of  factors  ? 
of  production.  While  the  former  has  been  more  or  less  . 
in  the  minds  of  monetary  authorities  in  most  countries 
of  the  ECAFE  region,  the  latter  appears  to  have  received 
only  limited  attention,  probably  because  of  the  difficulty 
in  its  application.  In  some  countries  of  the  region, 
governments  consider  it  desirable,  partly  for  political 
reasons,  to  lower  the  cost  of  living.  This  is  welcome 
if  accompanied  by  an  increase  in  productivity.  If  there  | 
is  no  increase  in  productivity,  however,  a  policy  that 
lowers  consumers’  prices  may  reduce  incentive  for  , 
investment  and  production  or  necessitate  subsidies  to 
certain  lines  of  production  and  imports,  and  may 
produce  far-reaching  effects  on  allocation  of  resources, 
income  distribution,  savings  and  the  balance  of  payments. 

A  stable  price  level  policy  is  especially  difficult  to 
carry  out  in  an  under-developed  economy  which  relies 
largely  on  a  few  primary  export  commodities,  e.g.  rice  I 
in  Burma  and  Thailand,  cotton  and  jute  in  Pakistan 
and  rubber  and  tin  in  Indonesia  and  Malaya.  Usually, 
the  internal  prices  of  these  commodities  are  to  a  large 
extent  subject  to  the  influences  of  world  demand  and  j 


prices.  The  internal  prices  can  be  more  or  less  insulated 
from  those  influences  by  State  monopoly  trading,  multiple 
exchange  rate  operation,  or  flexible  export  duties;  in 
other  words,  foreign  trade,  foreign  exchange  and  taxation 
policy  are  much  more  powerful  instruments  for  the 
purpose  than  monetary  policy.  Nevertheless,  in  spite  of 
these  limitations,  or,  more  broadly,  in  spite  of  the  fact 
that  in  many  under-developed  economies  the  forces 
feeding  inflation  tend  to  come  primarily  from  deficits 
in  government  finance  and  surpluses  in  the  balance  of 
payments,  monetary  policy  can  still  be  useful  in  con¬ 
trolling  the  expansion  in  bank  credit.  It  is  therefore 
desirable  to  examine  the  usefulness,  for  countries  of  the 
region,  of  various  particular  techniques  of  monetary 
policy  1 

The  discount  rate 

To  enlarge  or  contract  the  volume  of  bank  credit 
through  changes  in  the  cost  of  borrowing,  the  discount 
rate  of  the  central  bank  has  been  considered  the  most 
orthodox  weapon.  It  is  an  effective  weapon  if  the 
commercial  banks  have  close  financial  contact  with  the 
central  bank  and  if  the  demand  for  credit  is  sensitive 
to  its  cost.  However,  in  many  countries  of  the  region 
commercial  banks  usually  keep  cash  reserves  in  excess 
of  legal  requirements  and  do  not  expect  to  borrow  from 
or  rediscount  with  the  central  banks.  The  lack  of 
suitable  bills  for  discount  in  many  countries  of  the  region 
also  has  prevented  the  wide  use  of  rediscount  facilities 
offered  by  central  banks.  Moreover,  foreign  banks, 
which  occupy  an  important  position  within  the  banking 
system  of  many  countries  of  the  region,  have  access  to 
financial  resources  of  their  parent  bank  and  of  other 
branches  abroad.  Finally,  even  if  commercial  banks 
do  borrow  substantially  from  the  central  bank,  changes 
in  the  discount  rate  may  not  significantly  increase  or 
decrease  bank  credit  if  there  is  a  strong  expectation 
of  falling  or  rising  commodity  prices  and  profits. 

The  frequently  limited  effectiveness  of  discount-rate 
policy  may  be  illustrated  by  experience  in  the  Philippines, 
where  the  Central  Bank,  in  order  to  stimulate  economic 
activities,  reduced  its  rediscount  rate  from  2  to  IV^  per 
cent  in  early  1954,  but  the  interest  rates  of  commercial 
banks  went  up  instead  of  down.^  However,  in  view  of 
observed  and  anticipated  tendencies  for  commercial  banks 
here  and  in  other  countries  of  the  region  to  borrow 

1.  In  addition  to  the  techniques  discussed  below,  several  other  credit 
control  practices  may  be  mentioned:  (1)  central  bank  instructions 
to  commercial  banks  regardine  credit  policies,  in  the  form  of  cir¬ 
culars,  (2)  “moral  suasion”  on  the  part  of  the  central  bank,  and 
(3)  periodic  examination  and  inspection  of  the  working  of  com¬ 
mercial  banks  by  either  the  central  bank  or  the  Ministry  of 
Finance,  for  the  purpose  of  checking  on  conformity  with  commer¬ 
cial  banking  legislation  on  capital,  reserves,  cash,  loans,  advances, 
investments,  distribution  of  profits,  extension  of  branches,  etc. 

2.  The  Central  Bank  of  the  Philippines,  Annual  Report,  1964. 


increasingly  from  the  central  banks,  and  given  time  for 
the  development  of  the  bill  market,  discount-rate  policy 
can  become  more  effective  than  it  has  been  to  date. 

One  important  consideration  in  the  use  of  discount- 
rate  policy  is  its  effect  on  the  price  of  government 
securities  (and  hence  also  on  institutional  investors 
holding  large  quantities  of  such  securities).  As  develop¬ 
ment  proceeds,  especially  in  the  public  sector,  government 
debts  tend  to  grow.  While  government  borrowing  is 
normally  quite  inelastic  with  respect  to  interest  rates, 
an  increase  in  the  discount  rate  will  raise  the  govern¬ 
ment’s  costs  in  connection  with  economic  development.® 
In  countries  where  the  public  sector  plays  an  important 
role  in  economic  development  and  borrowing  in  the  form 
of  government  securities  is  used  as  a  major  source  of 
finance,  the  use  of  discount-rate  policy  should  therefore 
be  weighed  against  other  measures  of  credit  control  which 
affect  only  private  finance. 

In  a  developing  economy,  the  need  for  an  expansion 
of  discount  facilities  may  perhaps  be  as  important  as 
the  need  to  be  able  to  restrict  credit.  Under  the  bill 
market  scheme  introduced  in  India  in  January  1952, 
the  Reserve  Bank  of  India  has  granted  demand  loans 
to  large  scheduled  banks  at  a  rediscount  rate  one-half 
per  cent  below  the  Bank  rate  on  the  security  of  usance 
promissory  notes  of  their  constituents.  This  scheme  has 
since  been  expanded  step  by  step  to  cover  a  larger 
number  of  banks  and  has  promoted  the  use  of  commercial 
bills  and  the  expansion  of  the  organized  money  market.^ 
In  Pakistan,  the  usual  short-term  rediscount  facilities 
were  extended  to  medium-term  finance  through  a 
broadening  in  the  coverage  of  the  bills  discounted. 
Beginning  in  early  July  1955,  the  State  Bank  of  Pakistan 
was  empowered  to  discount  bills  with  a  maturity  of  up 
to  5  years  to  finance  agricultural  and  industrial  projects. 
Previously,  it  was  precluded  from  providing  finance  for 
periods  exceeding  90  days,  except  for  seasonal  agricul¬ 
tural  operations  or  the  marketing  of  crops.  For  the 
latter,  the  maximum  period  permitted  has  now  been 
extended  from  9  to  15  months.  The  scope  of  agricultural 
operations  has  also  been  extended  to  cover  animal 
husbandry  and  processing  of  agricultural  produce.® 

Open  market  operations 

By  buying  or  selling  eligible  securities,  the  central 
bank  can  increase  or  decrease  the  deposits  of  commercial 
banks  with  the  central  bank  and/or  their  cash  balances 

3.  For  a  recent  fuller  account  on  this  subject,  see  Ervin  Miller, 
“Monetary  Policy  in  a  ChanginK  World”,  Quarterly  Journal  of 
Economics,  February  1966;  also  Vera  Lutz,  “Old  and  New  Instru¬ 
ments  of  Credit  Control”,  Papers  and  Proceedings  of  the  First 
International  Credit  Conference,  Vol.  I,  1968,  Rome. 

4.  Report  of  the  Central  Board  of  Directors,  Reserve  Bank  of  India, 
various  issues  since  1962. 

6.  Economic  Survey  of  Asia  and  the  Far  East,  19S5,  p.  44. 


and,  through  this  influence  on  the  liquidity  of  commercial 
banks,  increase  or  decrease  the  availability  of  bank  credit. 
The  success  of  open  market  operations  depends  on  the 
existence  of  a  sizeable  amount  of  government  securities^ 
and  upon  their  marketability.  The  amount  of  govern¬ 
ment  securities  tends  to  increase  as  economic  development 
goes  ahead — all  the  more  rapidly  if  the  marketability  is 
good.  At  present,  in  many  countries  of  the  region, 
although  there  exist  substantial  amounts  of  government 
securities,  their  attractiveness  to  commercial  banks  is 
reduced  by  reason  of  their  low  interest  rates  and  earnings. 
It  is  true  that  high  security  goes  with  the  low  yields, 
but  it  is  not  exceptional,  in  several  countries  of  the 
region,  for  the  yield  of  corporate  securities  of  sound 
credit  risk  to  range  from  8  to  12  per  cent  per  annum 
as  compared  with  4  to  5  per  cent  on  government 
securities.  It  also  seems  clear  that  interest  earnings  are 
not  the  only  consideration.  In  several  countries  of  the 
region,  comemrcial  banks  prefer  to  hold  their  excess 
reserves  in  liquid  assets  such  as  cash,  gold,  foreign 
exchange,  etc.  rather  than  invest  in  interest-bearing 
government  securities,  attaching  greater  importance  to 
liquidity  than  to  interest  return. 

Most  government  securities  in  countries  of  the 
region  are  relatively  illiquid,  partly  on  account  of  the 
absence  or  inadequacy  of  capital  markets.  On  the  other 
hand,  the  existence  of  a  bond  market  might  unfavourably 
affect  the  outstanding  bonds,  on  account  of  the  disparity 
between  their  interest  rates  and  the  market  rate  of 
interest  which,  aside  from  risk  premiums,  tends  to  be 
kept  high  not  only  by  capital  scarcity  but  also  by 
liquidity  considerations.  For  instance,  in  Thailand,  it 
has  been  stated  that,  in  view  of  the  wide  difference 
between  the  rate  of  interest  of  4^2  per  cent  on  govern¬ 
ment  securities  and  the  market  rate  of  12-15  per  cent, 
the  establishment  of  a  bond  market  without  the  support 
of  the  Bank  of  Thailand  would  cause  the  bond  price  to 
fall  suddenly  from  the  par  value  of  100  baht  to  around 
38  baht.2  This  drastic  price  fall  would  wipe  out  not 
only  the  income  return,  but  also  a  large  part  of  the 
capital  value  of  government  securities,  thus  tending  to 
destroy  confidence  in  government  securities. 

The  above  analysis  indicates  that  a  low  interest  rate 
on  government  securities,  especially  any  disparity  with 
the  market  interest  rate,  has  an  unfavourable  bearing 
on  the  liquidity  and  marketability  of  government 
securities.  Increasing  the  interest  rate  on  government 

1.  In  Ceylon  in  1956  the  Central  Bank  as  an  innovation  also  issued 
its  own  short-term  securities  to  the  amount  of  Rs  10  million  in 
view  of  the  need  to  broaden  the  existing  small  security  market  of 
the  country. 

2.  Bisudhi  Nimmandhaeminda  and  Renoo  Suvarnsit,  “Problems  of 
government  bond  sales  in  Thailand”,  in  United  Nations,  MohUiza- 
tion  of  Domestic  Capital;  Report  and  Documents  of  the  First 
Working  Party  of  Experts,  Bangkok,  1962. 


securities  to  a  level  comparable  with  the  market  rate 
would  increase  marketability  and  sales  of  government 
securities.  Thus,  the  interest  rate  on  the  Baht  500 
million  rehabilitation  loan  of  Thailand  floated  in  1953 
was  raised  to  6  per  cent  per  annum  and  that  on  another  i 
loan  of  Baht  500  million  floated  in  1956  was  raised  to 
8  per  cent  per  annum,  the  same  as  the  discount  rate  of  / 
the  Bank  of  Thailand.  Rediscount  facilities  are  now 
offered,  by  the  Bank  of  Thailand  on  behalf  of  the 
government,  to  the  holders  of  the  1956  bonds  at  a  rate 
of  interest  varying  inversely  with  the  length  of  time  the 
bonds  have  been  held.®  Income  from  the  bonds  is 
exempted  from  the  income  tax,  with  the  result  that  the  ^ 
8  per  cent  interest  on  the  bonds  is  equivalent,  for  | 
taxpayers  with  incomes  over  Baht  400,000  per  year,  to 
16  per  cent  interest  on  other  investments  whose  incomes 
are  not  exempted.  The  sales  prospects  of  the  bond  are 
good,  as  already  Baht  62  million  had  ben  sold,  during 
the  first  four  months,  mostly  to  individuals  and  to  public  * 
enterprises  for  the  purpose  of  investing  their  Provident 
Funds.  However,  it  is  important  to  note  that,  in  general, 
any  increase  of  the  interest  rate  on  government  bonds 
also  raises  the  government’s  cost  of  borrowing.  ^ 

Reserve  requirements  ) 

By  requiring  the  commercial  banks  to  keep  a  certain 
minimum  proportion  of  reserves  against  deposits,  a 
central  bank  is  able  to  immobilize  a  part  of  commercial 
bank  deposits  without  any  cost  to  the  government,  and 
thereby  it  influences  the  availability  of  bank  credit.  ^ 
Such  reserve  requirements  may  also  be  raised  or  reduced 
by  the  central  bank  within  predetermined  upper  and  lower  ' 
limits.  Most  countries  of  the  region  in  fact  bestow  on  | 
their  central  banks  the  authority  to  specify  the  minimum  j 
reserve  requirements  and  to  vary  them  from  time  to  time. 

However,  since  the  reserves  of  commercial  banks  j 
are  usually  much  in  excess  of  legal  requirements  and 
as  there  are  hardly  any  conventional  reserve  ratios 
(higher  than  the  legal  ratios)  to  exercise  a  restraining 
influence,^  commercial  banks  are,  in  practice,  able  to 
expand  credit  with  their  excess  reserves.  Such  expansion 
could  be  checked  by  an  increase  in  the  legal  reserve 
ratios,  but  this  device  has  been  resorted  to  by  only  a 
few  countries  of  the  region  (e.g.  Ceylon) .  The  existence 
of  foreign  banks  with  large  resources  outside  the  country 
could  also,  to  some  extent  and  in  some  fields,  limit  the 
effectiveness  of  such  an  increase  in  legal  reserve  ratios. 

3.  The  interest  charge  ranges  from  8  per  cent  for  a  period  of  holding 
of  less  than  six  months,  and  6  i>er  cent  for  a  period  of  6-12 
months,  down  to  0.6  per  cent  for  a  period  of  9-10  years:  no  interest 
is  to  be  charged  on  rediscounting  the  bonds  beyond  10  years' 
holding. 

4.  See  especially  Reserve  Bank  of  India,  "Bank  Liquidity  and  Control 
of  Credit  in  India",  Papers  and  Proceedings  of  the  First  /ntemo- 
tional  Credit  Conference,  vol.  Ill,  1963,  p.  92. 


Another  possible  way  in  which  commercial  banks 
may  expand  credit  when  up  against  the  limit  of  their 
reserve  requirements  is  to  sell  government  securities 
which  they  hold.  This,  of  course,  is  possible  only  where 
security  markets  exist  and  effective  only  where  the 
monetary  authorities  decide  to  maintain  the  government 
security  market  by  open  market  operations. 

One  way  to  prevent  the  commercial  banks  having 
or  obtaining  excess  reserves  is  to  add  government 
securities  as  additional  required  reserves.  This  would 
have  the  advantages  of  ( 1 )  reducing  switching  operations 
(selling  government  bonds  in  order  to  finance  private 
borrowings)  and  thus  making  other  credit  control 
measures  more  effective,  (2)  reducing  fluctuations  in 
the  government  bond  market  and  thus  helping  to  control 
the  cost  of  debt  service,  and  (3)  reducing  tbe  need  for 
central  bank  support  to  the  government  bond  market. 
If  the  ratio  of  required  reserves  in  government  securities 
against  deposits,  total  assets,  or  other  appropriate  items 
in  the  balance  sheet  is  made  variable,  the  above-mentioned 
influence  becomes  even  greater.^  This  requirement,  to 
be  fully  effective,  should  be  applicable  not  only  to 
commercial  banks,  but  also  to  other  financial  institutions 
(including,  e.g.,  life  insurance  companies  and  savings 
banks ).^  Also,  in  fixing  the  ratio,  consideration  should 
be  given  to  the  unfavourable  effect  on  bank  profits  of 
the  low  yield  and  of  possible  capital  loss  arising  from 
fluctuations  in  the  prices  of  government  securities. 

Reserve  requirements  of  this  kind  have  been  in¬ 
troduced — as  far  as  Europe  is  concerned — in  Belgium, 
Italy,  France  and  the  Netherlands.  In  the  ECAFE 
region,  two  countries  have  taken  a  somewhat  related 
step.  In  Pakistan,  where  commercial  banks  are  required 
to  keep  at  least  20  per  cent  of  their  assets  in  liquid 
form,  government  securities  are  regarded  as  liquid  assets. 
In  the  Philippines,  the  central  bank  has  authorized 
commercial  banks  to  hold  reserves  up  to  5  per  cent  of 
their  peso  demand,  savings  and  time  deposits  in  the 
form  of  government  or  government-guaranteed  bonds. 
In  neither  case,  however,  are  government  securities 
required  as  additional  reserves. 

Selective  credit  controls^ 

Selective  credit  control  for  developmental  purposes 
has  not  been  widely  used  in  countries  of  the  region, 
with  perhaps  the  one  exception  of  the  Philippines,  where 

1.  See  Hiller,  op.  eit. 

2.  V.  Lutz,  op.  eit.,  pp.  169-70. 

S.  For  general  discussion  on  selective  credit  controls,  see  I.G.  Patel, 
"Selective  credit  control  in  under-developed  countries".  International 
Monetary  Fund  Staff  Papers,  September  1954. 


the  central  bank  has  initiated  a  policy  of  discouraging 
residential  building  construction  and  encouraging  credit 
for  agricultural  and  industrial  production.  Investment 
in  luxury  residential  buildings  in  under-developed  coun¬ 
tries  is  certainly  undesirable.  However,  control  over 
such  investment  need  not  involve  selective  credit  since 
it  may  also  be  exercised  through  tax  measures,  e.g., 
high  property  tax  rates  on  residential  buildings  above 
a  certain  value,  or  more  directly  through  the  issue  of 
building  permits.^ 

In  virtually  all  countries  of  the  region,  import 
controls  are  used  to  safeguard  the  balance  of  payments 
and  also  to  some  extent  to  protect  domestic  production. 
In  order  to  make  import  control  more  efficient  and 
prevent  undesired  credit  expansion  in  connexion  with  the 
import  trade,  several  countries  control  import  finance. 
High  margin  deposits  for  opening  letters  of  credit  are 
often  required  and  the  proportions  of  such  margin 
requirements  are  liable  to  change  as  import  control  is 
tightened  or  relaxed.  In  Indonesia,  the  government 
requires  that  importers  make  advance  payment  of  a  large 
part  of  the  cost  of  imports. 

In  a  few  countries  of  the  region  where  large 
government  deficits  have  been  the  primary  cause  of 
inflation,  selective  credit  controls  have  been  used  to  check 
secondary  inflation  and  at  the  same  time  facilitate 
desirable  production.  Such  controls  undertake  to  dis¬ 
tinguish  between  sound  credit  expansion,  which  is  indis¬ 
pensable  to  maintenance  and  expansion  of  production, 
and  excessive  credit  expansion — a  distinction  which  is 
not  always  clear-cut  in  all  cases.  In  Taiwan,  China,  as 
inflation  raised  market  interest  rates,  preferential  interest 
rates  were  given  to  public  enterprises,  with  a  view  to 
maintaining  and  expanding  desirable  production.  In 
South  Korea  and  Indonesia,  a  “loan  ceiling”  system, 
which  has  been  created  for  the  purpose  of  controlling 
the  general  volume  of  credit  (the  upper  limit  on  the  total 
volume  of  commercial  bank  loans  in  South  Korea  being 
fixed  and  revised  quarterly  by  administrative  decision, 
that  in  Indonesia  being  fixed  in  proportion  to  the  assets 
or  demand  liabilities  of  each  bank),  has  been  applied 
selectively  to  ensure  that  desirable  production  be  not 
impeded  by  lack  of  finance.  For  instance,  in  South 
Korea,  loan  ceilings  do  not  apply  to  loans  to  government- 
managed  vested  companies  or  for  the  purchase  of 
aid-goods.® 

4.  John  H.  Adler,  "The  fiscal  and  monetary  implementation  of 
development  progrrammes",  American  Ecoaomie  Revieie,  Hay  1962, 
p.  694. 

5.  Economic  Survey  of  Asia  and  the  Far  East,  list. 


New  financial  institutions^ 


The  existing  credit  structure  of  most  countries  of 
the  region  has  an  institutional  bias  toward  the  financing 
of  international  and  domestic  trade,  large  plantations 
producing  export  crops,  and  construction  activities,  and 
against  investment  in  industry  and  other  fields  of 
production.^  The  traditional  preference  on  the  part  of 
the  banks  for  short-term  “self-liquidating”  loans  encour¬ 
ages  chiefly  commercial  activities.  In  the  absence  of 
adequate  facilities  for  medium-term  and  long-term  credit, 
many  opportunities  for  increasing  production  have  been 
kept  from  realization. 


In  order  to  remedy  this  defect,  governments  of  many 
countries  of  the  region  have  since  the  end  of  the  war 
taken  steps  to  establish  new  financial  institutions.®  The 
earliest  were  the  Rehabilitation  Finance  Corporation  of 
the  Philippines  (1947),  the  Industrial  Finance  Corpora¬ 
tion  of  India  (1948)  and  that  of  Pakistan  (1949);  the 
latest  (May  1956)  is  the  Development  Finance  Corpora¬ 
tion  of  Ceylon. 

From  the  point  of  view  of  capital  sources,  three 
types  of  finance  corporation  in  countries  of  the  region 
may  be  distinguished.  The  first  is  entirely  government- 
owned;  that  is,  all  capital  is  provided  by  the  government 
and/or  the  central  bank.  The  Philippine  Rehabilitation 
Finance  Corporation  provides  an  example.  The  second 
is  jointly  owned,  with  a  part  of  the  capital  coming  from 
the  government  and/or  the  central  bank  and  the  rest  from 


1.  AmonK  financial  institutions  not  discussed  below,  special  mention 
may  be  made  of  insurance,  particularly  life  insurance,  whose  opera¬ 
tions  have  shown  a  fairly  rapid  growth  in  some  countries  of  the 
region  since  the  end  of  the  second  world  war  and  which  is  of  con¬ 
siderable  future  interest  as  an  institution  for  channeling  existing 
savings  for  medium — or  long-term  lending  purposes.  The  following 
data  on  life  insurance  in  5  countries  of  the  ECAFE  region  may  he 
noted  in  this  connection,  although  it  should  be  recognized  that  the 
large  percentage  increases  shown  result  in  part  from  the  low 
figures  in  the  base  period  and  from  price  increases,  and  that,  in  at 
least  some  of  the  countires,  they  probahlv  exaggerate  the  net 
change  through  failure  to  allow  adequately  for  lapses. 

%  increase  in  life  life  insurance  in  force  as 
insurance  in  force  %  of  national  income 
19i8-195S  (1951) 


India  .  33%  7.9% 

Japan .  288%  16.2% 

Pakistan  ....  60%  negligible 

Philippines  ...  93%  9.8% 

Thailand  ....  481%  (1960-63)  4.8%  (1962) 


(Information  supplied  by  Fiscal  and  Financial  Branch,  Bureau 
of  Economic  Affairs,  United  Nations). 

2.  Even  in  India,  where  the  capital  market  has  developed  more  than 
in  most  other  countries  in  the  region,  facilities  for  raising  capital 
are  in  many  respects  still  inadequate.  Apart  from  the  question  of 
“climate",  there  is  a  relative  absence  of  promoting,  issuing  and 
underwriting  agencies.  Some  of  the  managing  agency  firms  no 
doubt  have  acted  as  promoters,  and  a  few  stock  and  finance  brokers 
as  underwriters,  but  there  is  a  comparative  shortage  of  institutional 
investors  such  as  issue  houses  and  investment  trusts.  The  invest¬ 
ment  of  scheduled  banks  in  shares  and  debentures  of  joint  stock 
companies  as  on  30  June  1963  accounted  for  only  3  per  cent  of 
their  total  investments.  However,  it  is  interesting  to  note  that  a 
very  large  proportion  of  shares  and  debentures  of  joint  stock  com¬ 
panies  is  owned  by  insurance  companies.  See  Reserve  Bank  of 
India,  Report  of  the  Committee  on  Finance  for  the  Private  Sector, 
pp.  32,  36. 

3.  For  detailed  information,  see  ECAFE  series  on  Mobilization  of 
Domestic  Capital,  1961  and  1963  and  various  issues  of  Economic 
Survey  of  Asia  and  the  Far  East. 


private  financial  institutions  and/or  the  public.  For  ) 
example,  the  capital  of  the  Industrial  Finance  Corporation  i 
of  India  has  been  subscribed  (without  predetermined  ) 
proportions)  by  the  central  government  and  the  Reserve 
Bank  on  the  one  hand,  and  by  scheduled  banks,  insurance 
companies,  co-operative  banks  and  other  private  financial 
institutions  on  the  other.  In  the  case  of  the  several  ) 
finance  corporations  of  Pakistan,^  the  government  con-  i 
trols  51  per  cent  of  the  capital  shares,  the  rest  being  ^ 
privately  subscribed.  The  third  type,  as  illustrated  by 
the  Development  Finance  Corporation  of  Ceylon,  is 
entirely  private-owned,  but  with  government  sponsorship, 
management  in  the  initial  period,  and  support.  Govern-  * 
ment  financial  support  and  its  guarantee  to  obtain  | 
external  finance  make  the  corporation  attractive  to  private 
capital. 

Finance  corporations  in  some  countries  deal  with 
almost  all  kinds  of  medium-term  and  long-term  finance, 
while  those  in  others  are  specialized,  each  dealing  with  , 
one  kind  of  finance  only.  Thus,  the  Philippine  Re¬ 
habilitation  Finance  Corporation  and  the  Development  j 
Finance  Corporation  of  Ceylon  deal  with  agricultural,  j 
industrial  and  other  finance  (e.g.  real  estate  finance  in  . 
the  Philippines) ;  but  in  Burma,®  India  and  Pakistan  ^ 
there  are  several  finance  corporations  or  State  banks,  i 
dealing  with  agricultural,  industrial  and  other  finance  ^ 
separately. 

In  addition  to  share  capital,  these  corporations  have 
power  to  obtain  additional  funds  from  some  or  all  • 
of  the  following  sources:  (1)  Issues  of  bonds  and  \ 
debentures;  in  most  case,  the  government  provides 
guarantees  on  such  issues;  e.g.,  the  Pakistan  Finance  I 
Corporation  has  the  power  to  issue  them,  with  govern-  * 
ment  guarantee,  up  to  5  times  the  share  capital.  (2) 
Acceptance  of  deposits;  e.g.,  the  Industrial  Finance  j 
Corporations  of  India  and  Pakistan.  (3)  Government 
trust  funds;  e.g.  the  Government  Service  Insurance  Fund, 
the  Postal  Savings  Bank  Fund,  etc.  in  the  case  of  the 
Philippine  Rehabilitation  Finance  Corporation.  (4)  * 

Loans  from  the  government;  e.g.  the  Development 
Finance  Corporation  of  Ceylon  has  borrowed  from  the 
government,  without  interest,  a  sum  of  Rs  16  million, 
which  is  twice  the  corporation’s  authorized  share  capital. 

(5)  Loans  from  the  International  Bank  for  Reconstruc¬ 
tion  and  Development,  with  government  guarantee;  e.g., 
the  Ceylon  Development  Finance  Corporation  can  borrow  ^ 
w’ith  government  guarantee  up  to  Rs  24  million  from  t 


4.  Includingr  the  Industrial  Finance  Corporation,  the  Agricultural 
Development  Finance  Corporation,  the  House-Building  Finance 
Corporation,  the  Refugees  Rehabilitation  Finance  Corporation  and 
the  Insurance  Corporation. 

6.  In  Burma,  there  are,  among  others,  the  State  Agriculture  Bank 
and  the  State  Commercial  Bank. 
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the  International  Bank,  on  such  terms  and  conditions 
as  the  government  may  determine,  but  always  including 
a  guarantee  on  the  loss  arising  from  currency  revaluation 
if  any.  In  India  and  Pakistan  also,  the  government 
guarantees  the  Industrial  Finance  Corporation’s  borrow¬ 
ings  from  the  International  Bank. 

The  share  capital  and  funds  otherwise  obtained  are 
used  by  these  corporations  for  financing  industrial, 
agricultural  and  other  enterprises  in  several  ways.  The 
most  important  is  to  make  medium-  and  long-term  loans 
(from  5  years  up  to  15,  20  or  25  years)  chiefly  for 
the  acquisition  of  fixed  assets  against  a  first  mortgage 
on  land,  building,  plant  and  machinery.^  As  the  policy 
decision  has  been  taken  that  these  corporations  should 
obtain  a  part  of  their  funds  at  no  or  low  cost,  they 
can  afford  to  lend  at  low  interest  rates.  Thus  the 
Pakistan  Industrial  Finance  Corporation  charged  from 
1949  to  1952  only  4^2  per  cent  interest  on  its  loans, 
thereby  helping  directly  in  stimulating  investment  and 
enterprise.  The  rate  was  altered  in  1952-53  to  2  per 
cent  over  and  above  the  official  rate  of  the  State  Bank 
of  Pakistan,  subject  to  a  minimum  of  5  per  cent  per 
annum. 

Secondly,  most  of  these  corporations  guarantee 
loans  for  productive  purposes  from  other  private  invest¬ 
ment  sources,  with  a  view  to  encouraging  and  promoting 
participation  of  private  capital  in  productive  enterprises. 
Such  guarantees  tend  to  lower  the  rate  of  interest  on 
loans  from  private  banks  and  other  financial  institutions.* 

Thirdly,  these  corporations  have  the  power  of  under¬ 
writing  new  issues  of  stocks,  bonds  and  other  securities 
of  private  concerns,  thus  tending  to  stimulate  corporate 
enterprises  and  contributing  to  the  development  of  a 
capital  market.  Most  of  them  are  debarred  from  sub¬ 
scribing  to  shares  or  other  securities  themselves,  the 
important  exception  to  this  limitation  being  the  Ceylon 
Development  Finance  Corporation.® 

In  addition  to  financing  productive  enterprises, 
finance  corporations  also  render  other  services.  The 
Ceylon  Development  Finance  Corporation,  in  the  process 
of  assisting  in  the  establishment,  expansion  and 
modernization  of  private  industrial  and  agricultural 
enterprises,  furnishes  managerial,  technical  and  adminis- 
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1.  The  Ceylon  Development  Finance  Corporation  can  provide  such 
loans  with  or  without  security. 

2.  Thus  in  Malaya,  when  government  authorities  guaranteed  loans 
made  by  ordinary  commercial  banks  for  the  rehabilitation  of  tin 
mines,  the  interest  rate  on  such  loans  fell  to  a  very  low  level  of 
3  per  cent.  (Mobilization  of  Domestic  CapiteU:  Report  and  Docu¬ 
ments  of  the  Second  Working  Party  of  Experts,  Bangkok,  1963, 
P.  164.) 

3.  In  some  countries,  e.g.  Pakistan,  shares  and  other  securities  can  be 
subscribed  by  development  corporations,  as  distinct  from  finance 
corporations.  For  development  corporations,  see  supra,  section 
2  (c). 


trative  services  for  private  enterprises  from  other  sources. 
In  some  countries  such  services  are  rendered  by  develop¬ 
ment  corporations. 

Several  countries  of  the  region  have  established  other 
types  of  financial  institution  for  financing  small  industrial 
producers  and  farmers  and  assisting  them  with  technical 
and  marketing  advice  etc.,  e.g.  the  National  Small 
Industries  Corporation  of  India  (1955),  the  Agriculture 
and  Cottage  Industry  Bank  of  Afghanistan  (1954),  the 
branches  of  the  State  Agriculture  Bank  and  village  banks 
in  Burma  and  the  rural  banks  in  the  Philippines.  In 
addition,  credit  co-operatives  and  other  co-operatives  are 
spreading  to  the  rural  areas  in  most  ECAFE  countries, 
especially  in  Burma,  the  Philippines  and  Thailand. 

The  establishment  and  operation  of  new  financial 
institutions  raises  a  number  of  questions,  especially  as 
to  the  possible  inflationary  impact  of  various  means  of 
financing  them,  which  might  bring  the  objective  of 
development  into  conflict  with  the  objective  of  stability. 
To  the  extent  that  the  private  capital  and  deposits  of 
these  institutions  come  from  hoardings,  existing  money 
is  activated  but  no  new  money  is  created  and  several 
advantages  are  gained,  notably  a  reduction  of  the  amount 
of  potentially  “hot”  money  that  could  feed  an  inflation 
at  some  later  date,  and  a  breaking  down  to  some  extent 
of  the  traditional  lack  of  investment  initiative.  Similarly, 
the  part  of  government  funds  coming  from  budgetary 
surplus,  central  bank  profits  or  counterpart  funds  creates 
no  actual  new  money  (that  is,  the  same  money  was 
withdrawn  from  circulation  earlier).  On  the  other  hand, 
the  part  of  government  funds  coming  from  deficit  finance 
in  the  form  of  bororwing  from  the  central  bank 
represents  monetary  and  credit  expansion.  Whether  on 
the  whole  the  new  financial  institutions  have  a  de¬ 
stabilizing  effect  on  prices  will  evidently  depend  on  the 
proportions  between  the  different  means  of  financing 
employed — the  means  that  merely  channel  current 
savings  on  the  one  hand,  as  against  those  that  create 
money  or  activate  hoarded  money,  on  the  other — and 
on  the  rapidity  with  which  the  funds  thus  provided  to 
industry  and  agriculture  result  in  expanded  production 
to  match  such  expansion  of  money  supply  as  may  have 
taken  place  in  the  process. 

In  connexion  with  a  general  assessment  of  the 
merits  of  these  new  financial  institutions,  mention  may 
be  made  of  the  fact  that  managers  of  existing  banks 
may  underestimate  the  productivity  and  prospects  of 
private  enterprises,  especially  of  small  producers,  and 
may  exaggerate  the  risks  involved.  The  new  financial 
institutions,  with  low-cost  fund  resources,  government 
guarantees,  and  the  guarantees  that  they  are  able  to 
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offer  to  commercial  banks,  have  an  influence  to  exert 
in  lowering  the  rate  of  interest.  Also  to  be  considered 
is  the  fact  that  a  part  of  the  private  capital  and  deposits 
of  these  new  financial  institutions  may  represent  a  shift 
away  from  other  banks.  This  is  generally  salutary  as 
it  amounts  to  a  shift  of  fund  resources  from  short-term 
commercial  finance  to  medium  and  long-term  productive 
investment.  Finally,  it  should  be  emphasized  that  such 
financial  institutions  serve  not  only  the  purpose  of 
increasing  the  amount  of  investment  hut  also  of  guiding 
the  allocation  or  direction  of  investment. 

(b)  Fiscal  policy  and  taxation 

Fiscal  policy  can  promote  and  influence  economic 
development  in  the  following  ways:  (1)  by  financing 
the  government’s  direct  participation  in  the  production 
process;  (2)  by  financing  private  investment  through 
the  provision  of  public  loans,  subsidies,  etc.;  (3)  by 
providing  incentives  for  private  investment,  savings  and 
work  and  reducing  the  disincentives  of  the  revenue  and 
expenditure  system;  (4)  by  reducing  inflationary 
pressure,  arising  likely  from  economic  development  itself, 
and  moderating  economic  fluctuations  generated  abroad; 
and  (5)  by  reducing  (and  preventing  the  growth  of) 
such  inequalities  in  wealth,  income  and  living  standards 
as  undermine  productive  efficiency,  offend  justice,  and 
endanger  political  stability.^ 

Since  the  role  of  public  investment  under  (1)  is 
a  question  of  direct  means,  it  has  already  been  discussed 
in  section  2.  Here  it  should  be  noted,  however,  that 
public  investment  combines  with  all  other  public  expendi¬ 
tures,  including  that  part  of  private  investment  referred 
to  in  (2),  in  emphasizing  the  crucial  importance  of 
adequate  revenue  yield,  without  which  the  desired 
allocation  of  resources  for  economic  development  pur¬ 
poses  will  hardly  be  possible.  Governments  must  either 
raise  their  revenue  high  enough  to  achieve  a  sizeable 
public  savings  and/or  resort  to  deficit  finance.  The 
extent  that  a  government  can  raise  its  revenue  is  partly 
limited  by  the  need  of  providing  incentives  (3)  and 
by  considerations  of  equity  (5).  The  extent  that  deficit 
finance  can  be  resorted  to  is  limited  by  the  need  to  keep 
inflationary  pressure  under  control  (4).^  Finally,  for 
those  countries  especially  which  depend  on  a  few  primary 
commodities  produced  for  export,  the  fiscal  system  should 
also  be  a  means  of  counteracting  economic  fluctuations 
originating  from  international  price  movements. 


Aside  from  the  fact  that  the  various  fiscal  objectives  \ 
are  inter-related,  it  should  also  be  recognized  that  the  f 
proper  test  of  the  merit  of  a  fiscal  system  lies  in  the  ! 
general  balance  of  the  system  as  a  whole,’  not  in  any 
one  of  its  parts — a  particular  tax,  for  example — viewed  ! 
in  isolation.  Moreover,  while  it  is  often  difficult  to  t 
evaluate  the  conflicting  claims  of  yield,  incentive,  equity  f 
and  stability  in  connection  with  particular  fiscal  measures  | 
that  are  under  consideration,  a  decision  to  use  fiscal  i 
policy  to  promote  economic  development  does  logically  ^ 
imply  that  the  claims  of  equity,  for  example,  must  not  " 
block  forward  motion  but  must  rather  be  incorporated  , 
into  a  system  of  measures  that  does  give  the  yield  (and,  ' 
as  far  as  the  indirect  approach  is  favoured,  the  incentive)  I 
that  will  assure  forward  motion. 

Public  savings  and  deficit  finance 

Public  savings,  defined  broadly  as  an  excess  of  ' 
government  tax  and  other  revenues  (borrowing  excluded) 
over  government  non-developmental  current  expenditure,  i 
play  an  important  role  in  the  economic  development  of 
an  under-developed  economy.  Such  savings  are  needed, 
firstly,  to  finance  government  provision  of  economic  and  * 
social  overheads  which,  though  not  inherently  attractive  } 
to  private  investors,  promise  large  social  gains  and  are  ^ 
also  pre-requisite  to  expansion  of  private  investment  since  k 
they  provide  the  external  economies  needed  to  make 
rates  of  return  attractive  to  private  investors.  Secondly, 
public  saving  may  be  combined  with  the  act  of  investment 
in  other  fields,  performed  either  directly  by  the  govern-  I 
ment  or  indirectly  by  the  private  sector  with  funds  j 
provided  by  the  government,  thus  further  helping  to 
realize  the  investment  composition  that  will  yield  a  ( 
desirable  rate  and  pattern  of  growth.  ' 

To  stress  the  over-all  quantitative  view  of  the  matter, 
public  savings  are  needed  for  increasing  rather  rapidly  | 
society’s  total  savings.  In  the  poorer  countries  in  the 
world  it  would  be  difficult  for  people  to  save  voluntarily 
a  sizeable  portion  of  even  an  increment  of  their  income,  | 
as  their  propensity  to  consume  tends  to  be  high  on 
account  of  the  low  per  capita  income — all  the  more  so, 
today,  because  of  the  “demonstration  effect”  of  the  con¬ 
sumption  patterns  prevailing  in  economically  advanced 
countries.'*  Disproportionate  increases  in  consumption 
can,  however,  be  prevented  and  the  resources  thus 
released  can  be  directed  into  investment,  whether  public  , 
or  private,  through  the  enforcement  of  government  , 
savings.  ■ 
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Cf.W.W.  HeUer,  "Fiscal  Policies  for  Under-develop^  Countries”, 
Papers  and  Proceedings  of  the  Conference  on  Agrictdtural  Taxa¬ 
tion  and  Economic  Development,  CambridKe,  Hass.,  1954. 

As  deficit  finance  has  been  discussed  in  the  ECAFE  Second  Work¬ 
ing  Party  of  Experts  on  Financial  Aspects  of  Ekronomic  Develop¬ 
ment,  in  1954,  it  wiU  be  only  briefly  referred  to  in  this  paper. 


3.  Recently  several  countries  of  the  region  have  made  exhaustive 
studies  of  this  problem.  See,  for  example,  the  reports  of  the  Ts» 
tion  Enquiry  Commission  of  India  (1953-54)  and  the  Taxation 
Commission  of  Ceylon  (1955). 

4.  For  a  detailed  discussion  of  the  "demonstration  effect”  on  the  inter¬ 
national  plane,  see  Ragnar  Nurkse,  Problems  of  Capital  Formation 
in  Under-developed  Countries,  1963,  chapter  III. 
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Public  savings  can  be  increased  by  reducing  non- 
developmental  current  expenditures  of  government,  and 
also  by  securing  larger  profits  from  the  operation  of 
public  corporations  (see  section  3  (rf)).  However,  as 
a  practical  matter,  the  magnitude  of  public  savings  in 
most  countries  of  Asia  and  the  Far  East  depends  chiefly 
on  the  revenue  system.  (Profits  of  public  corporations 
may  also,  of  course,  be  regarded  as  “revenue”.)  Where 
the  revenue  and  tax  system  is  inefficient,  and  its  improve¬ 
ment  difficult  and  time-consuming,  a  government  may 
all  the  more  consider  deficit  finance  as  an  alternative  or 
supplementary  means  for  mobilizing  under-utilized  re¬ 
sources  to  speed  up  the  rate  of  development.  However, 
in  using  deficit  finance,  a  government  has  to  consider 
carefully  its  impact  on  domestic  prices  and  the  balance 
of  payments  through  the  propensities  to  consume  and 
to  import,  the  question  whether  unemployed  or  under¬ 
employed  resources,  especially  productive  equipment,  are 
readily  available,  the  capital-output  ratio  of  the  projects 
thus  financed,  etc. — in  short,  the  factors  which  indicate 
the  extent  of  deficit  finance  which  will  help  eliminate 
under-utilization  and  prevent  deflation  but  beyond  which 
undersirable  inflation  and  perhaps  foreign  exchange 
difficulties  will  tend  to  emerge.  In  many  countries  of 
the  region,  there  exists  very  little  excess  capacity  in 
productive  equipment  and  the  level  of  foreign  exchange 
reserves  is  low.  Especially  where  only  moderate  amounts 
of  foreign  finance  are  available,  public  savings  from 
taxation  tend  to  prove  in  the  long  run  more  healthy 
than  deficit  finance,  although  in  certain  circumstances 
limited  deficit  finance  can  also  be  used.^ 

Interrelation  between  public  revenue  and  expenditure 

For  raising  yield  sufficiently,  an  increase  in  both 
tax  base  and  tax  rates  is  commonly  required.  Such  an 
increase  tends  to  affect  adversely  the  incentives  for 
savings,  investment  and  work  in  the  private  sector — to 
an  extent  which  varies  considerably,  of  course,  with  the 
kind  of  tax  and  with  other  circumstances.  It  should 
not  be  forgotten,  however,  that  government  expenditures, 
made  possible  by  these  same  taxes,  also  provide  certain 
incentives  to  private  investment.  The  creation  by 
government  of  economic  overheads,  e.g.  power  and 
transport,  and  social  overheads,  e.g.  technical  training, 
will  benefit  the  private  enterprises  affected  by  the  tax 
and  widen  the  range  of  profitable  new  investment  opport¬ 
unities.  The  government  can  also  offer  tax  exemptions 
or  even  subsidies  to  selected  industries  and  can  provide 
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1-  See  “Report  of  the  Second  Workinsr  Party  of  Experts  on  Financial 
Aspects  of  Economic  Development  ProKrammes  in  Asia  and  the 
Far  East  (second  meeting)  to  the  Committee  on  Industry  and 
Trade  (seventh  session)”.  E/CN.ll/IftT/106,  Nov.  1964:  and 
“Deficit  financing  for  economic  development  with  special  reference 
to  ECAFE  countries”.  Economic  Bulletin  for  Asia  and  the  Far 
East,  November  1964. 


cheap  credit  out  of  public  funds.  These  advantages 
which  the  private  sector  derives  from  government  outlays 
tend  to  increase  its  tax-bearing  capacity  and  help  to 
compensate  private  entrepreneurs,  partly  if  not  wholly, 
for  their  increased  tax  burden.  A  well-conceived  exten¬ 
sion  of  the  tax  base  and  increase  in  tax  rates,  accom¬ 
panied  by  other  suitable  fiscal  measures,  will  therefore 
not  necessarily  retard  private  investment  but  may  rather 
modify  its  pattern  in  the  direction  of  fuller  and  better 
utilization  of  resources.  As  far  as  the  incentive  to  work 
is  concerned,  a  tax  increase  should  be  considered  in 
conjunction  with  the  benefit  in  the  form  of  higher  earning 
power  which  may  be  derived  from  government  expendi¬ 
tures  on  technical  training  and  social  overheads. 

Redistributive  tax  measures  will  not  retard  capital 
formation  if  they  can  be  designed  so  as  to  tax  only 
lavish  consumption,  undesirable  investment,  speculation, 
and  foreign  exchange  hoarding,  exempting  productive 
private  investment.  This,  however,  is  not  easily  done. 
The  purchasing  power  argument  may  have  broader 
application:  to  the  extent  that  a  redistributive  fiscal 
policy  shifts  purchasing  power  and  real  income  from  the 
rich  to  the  poor,  it  tends  to  raise  the  effective  demand 
for  domestic  products,  reduce  non-essential  imports  and 
provide  greater  inducement  to  invest  in  the  domestic 
private  sector.  At  the  same  time,  redistributive  finance, 
if  applied  too  far  in  the  form  of  high  marginal  tax 
rates,  can  impede  the  entrepreneurial  effort  and  restrict 
further  investment.^ 

Indirect  taxes  are  often  considered  regressive  or  less 
progressive  than  direct  taxes,  and  are  therefore  criticized 
from  the  equity  point  of  view.®  However,  from  the 
standpoint  of  the  yield,  they  are  welcomed  in  under¬ 
developed  countries  because  they  reach  the  masses  and 
are  easy  to  administer. 

It  is  important  that  the  regressive  effect  of  indirect 
taxes  should  not  be  exaggerated.  Such  effect  should  be 
weighed  against  the  practical  possibility  of  introducing 
other  taxes,  and  against  the  government  expenditure 
pattern.  In  under-developed  countries  the  relative  re¬ 
liance  on  indirect  taxes  can  be  reduced  only  after  it  is 
demonstrated  that  direct  taxation  can  be  improved, 
extended  and  implemented.  Moreover,  it  is  often  for¬ 
gotten  that  the  incidence  of  taxation  on  income  redis¬ 
tribution  is  only  one  aspect  of  the  fiscal  system,  with 
which  should  also  be  considered  the  incidence  of  the 
benefits  of  government  expenditures  to  the  various  income 


2.  Heller,  op.  cit.,  p.  80. 

3.  Since  they  affect  martrinal  producers  as  well  as  more  efficient  pro¬ 
ducers,  they  also  have  some  tendency  to  hami>er  the  expansion  of 
investment  and  production. 
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groups.  Normally,  government  expenditures  for  educa¬ 
tion,  health  and  social  welfare,  which  are  of  growing 
importance  in  many  countries  of  the  region,  benefit  the 
poor  proportionally  more  than  the  rich.  These  benefits, 
largely  in  kind,  amount  to  an  increase  of  real  income 
for  the  lower  income  groups,  thus  offsetting  in  varying 
degrees  their  sacrifice  in  money  income  on  account  of 
the  payment  of  indirect  taxes. 

Level  and  pattern  of  taxation 

How  to  increase  public  savings  by  raising  more  tax 
revenue  is  a  major  problem  in  all  those  countries  which, 
choosing  to  rely  to  a  substantial  degree  on  “indirect” 
means  of  promoting  economic  development,  lack  the 
powerful  weapon  of  a  turnover  tax  (or  the  equivalent) 
through  which  revenue  can  be  obtained  if  trade  as  well 
as  industry  is  in  government  hands.^ 

In  many  ECAFE  countries  the  ratio  of  central 
government  tax  revenue  to  gross  national  product  is 
below  10  per  cent,  as  compared  with  25  to  40  per  cent 
in  a  number  of  economically  advanced  countries,  includ¬ 
ing  Australia,  France,  Germany,  the  Netherlands,  Norway 
and  the  United  Kingdom.  Data  on  local  tax  revenue 
are  not  obtainable  for  most  ECAFE  countries;  where 
such  data  are  available,  inclusion  of  the  local  tax  revenues 
in  the  calculations  does  not  much  increase  the  ratio. 

This  generally  low  level  of  taxation  in  Asia  points 
to  both  the  difficulties  of  tax  collection  and  the  possi¬ 
bilities  of  tax  increases.  The  difficulties  are  not  only 
economic  but  institutional  and  administrative  as  well. 
The  low  level  of  per  capita  income  in  almost  all  ECAFE 
countries  except  Japan  leaves  a  narorw  margin  of  income 
above  subsistence  available  for  taxation.  The  substantial 
non-monetized  sectors  are  hard  to  bring  within  the 
purview  of  ordinary  tax  systems.  Illiteracy  and  the 
absence  or  indequacy  of  modern  business  management 
and  tax-payer  book-keeping  have  handicapped  the 
development  of  direct  taxation. 

The  tax  pattern  of  all  ECAFE  countries  with  the 
exception  of  Japan  reveals  a  striking  dependence  on 
indirect  taxes  on  commodities,  in  contrast  to  economically 
advanced  countries  where  direct  taxes  on  income  and 
wealth  provide  a  major  part  of  government  revenue. 
The  proportion  of  direct  taxes,  including  even  land  taxes, 
to  total  tax  revenue  reaches  only  one-third  in  India, 
one-fourth  in  Pakistan  and  one-fifth  or  less  in  other 
countries,  while  it  is  approximately  70  per  cent  in  the 
United  States  and  50  per  cent  in  Japan^ 

1.  For  instance,  in  mainland  China  the  difference  between  buying  and 
selling  prices  of  State  trading  corporations,  for  the  same  com¬ 
modity,  contains  a  large  element  of  taxation.  Cf.  discussion  of 
considerations  favouring  use  of  “direct”  and  “indirect”  means,  in 
section  1  (b)  above. 

2.  “Taxation  and  Elconomic  Development  in  Asian  Countries”,  Econo¬ 
mic  BfUletin  for  A»ia  and  the  Far  East,  November  1963,  p.  4. 


Nevertheless,  tax  revenue  can  and  should  be  in- 
creased  to  meet  the  needs  for  development.  People  of 
poorer  countries  cannot  afford  to  pay  as  large  a  percent¬ 
age  of  their  incomes  in  taxes  as  those  from  richer  ones; 
but,  while  it  is  hard  to  enlarge  the  share  of  government 
revenue  from  a  given  national  income,  it  is  not  so  hard 
to  ensure  that  a  larger  share  of  the  increases  in  national 
income  shall  accrue  to  the  government;  in  other  words 
it  is  possible  to  achieve  a  marginal  rate  of  taxation  much 
higher  than  the  average  rate.  Furthermore,  institutional 
and  administrative  difficulties  tend  to  be  reduced  as 
economic  and  social  development  proceeds,  and  thus  the 
taxation  task  becomes  progressively  easier.  In  short, 
tax  yields  can  be  increased  by  (1)  a  broadening  of  the 
present  tax  base,  which  as  a  rule  is  still  unduly  narrow, 
(2)  increases  in  the  rates  of  a  number  of  taxes,  which 
in  many  instances  are  moderate,  and  (3)  an  improvement 
in  tax  administration. 

Tax  tools:  Direct  taxation 


In  most  under-developed  countries  of  the  ECAFE  i 
region,  the  scope  of  income  taxation  is  rather  limited,  ^ 
covering  mostly  personal  income  in  comparatively  high  i 
income  brackets  in  the  urban  sector,  with  emphasis  on  / 
salary  and  wage  income.  In  India,  for  example,  the  ^ 
income  tax  applies  to  less  than  one  per  cent  of  the  ^ 
population  and  less  than  2  per  cent  of  the  national 
income.  The  percentage  of  national  income  collected  as  I 
income  tax  is  about  3  to  4  per  cent  in  Ceylon ;  in  Burma,  > 
Malaya,  the  Philippines  and  Thailand  it  is  less  than  ^ 
iy2  per  cent.  One  major  factor  accounting  for  the  low  ^ 
yield  from  income  taxation  is  the  high  tax  exemption 
limits.  In  several  countries  of  the  region  these  limits 
are  not  only  much  higher  in  relation  to  national  per  ' 
capita  income  than  in  the  more  developed  countries  but 
are  also  absolutely  higher.®  It  appears  that  the  exemp-  j 
tions  have  been  set  so  high  primarily  because  of  the  i 
difficulty  in  administration,  the  high  cost  of  collection 
and  the  possibility  of  evasion,^  in  connection  with  a 
large  number  of  small  income  receivers.  Another  related  I 
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3.  A  man  with  wife  and  three  children  has  to  earn  over  20  times  tte 
national  per  capita  income  before  he  pays  any  tax  on  income  in 
Burma  (1963),  14  times  in  C!eyIon  (1963)  and  the  Philippines 
(1963),  and  11  times  in  India  (1960).  Only  in  Japan  is  the  cor¬ 
responding:  multiple,  2.6,  comparable  with  those  in  developed  coun¬ 
tries  (the  United  States  1.4,  the  United  Kingdom,  1.6,  Australis 
1.0  and  Canada,  1.9,  in  1963).  The  basic  exemption  limit  for  a 
single  person  without  dependents  in  Burma,  Ceylon,  India,  Pakistan 
or  the  Philippines  in  1964  was  substantially  higher  than  that  of 
$336  in  the  United  Kingdom  and  even  that  of  $600  in  the  United 
States,  (Information  supplied  by  the  Fiscal  and  Financial  Branch, 
United  Nations.) 

4.  As  an  example,  the  following  quotation  suggests  the  extent  of  in¬ 
come  tax  evasion  or  non-payment  in  the  Philippines  in  1960:  “The 
portion  of  the  Bdl  Report  of  October  1960  on  taxes  shows  that 
9,350  individuals  with  taxable  incomes  within  the  bracket  of  P.2,000 
to  P.4,000  filed  their  returns.  The  Central  Bank  estimated  that  more 
than  88,000  persons  had  incomes  falling  within  those  limits.  _  The 
tax  reports  reveal  a  total  income  of  P.29.2  million  for  individuals 
in  that  bracket;  the  Central  Bank,  P.232.8  million.  If  the  Cent^ 
Bank  estimates  are  correct,  only  11  per  cent  of  the  people  with 
taxable  income  of  P.2,000  to  P.4,000  filed  income  returns  and  IS 
per  cent  of  the  income  were  reported.”  (The  University  of  the 
East,  Economic  Retearch  Journal,  March  1966,  p.  186.) 
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factor  is  equity  and  the  burden  of  indirect  taxes. 
Persons  within  the  income  group  below  the  tax  exemption 
limit  but  above  the  subsistence  level  may  have  paid  a 
substantial  proportion  of  their  income  in  the  form  of 
indirect  taxes,  and  inequality  may  increase  if  they  are 
asked  to  pay  an  income  tax  as  well.  In  the  absence  of 
studies  on  the  tax  burden  which  such  persons  bear,  it 
is  difficult  to  draw  any  definite  conclusions,  purely  from 
an  equity  point  of  view.  Nevertheless,  when  a  country 
wants  to  increase  its  tax  revenue  for  financing  develop¬ 
ment,  it  has  to  decide  whether  such  increase  should 
come  from  more  direct  or  more  indirect  taxation. 
Income  taxation  has  the  advantages  of  taxing  according 
to  ability  to  pay  and,  with  moderate  rates  (which  are 
not  very  conducive  to  evasion)  on  a  gradually  expanded 
tax  base,  it  will  yield  substantial  revenue.  Such  expan¬ 
sion  may  take  place  along  with  step-by-step  improvement 
in  the  administrative  machinery. 

In  building  up  the  income  tax,  due  attention  should 
be  given  to  incentives.  For  the  sake  of  reducing  lavish 
consumption  as  well  as  raising  revenue,  rates  of  personal 
income  tax  progressing  steeply  in  the  upper  brackets 
are  often  favoured.  However,  for  the  sake  of  streng¬ 
thening  the  incentive  to  save,  it  is  desirable  to  exempt 
from  the  income  tax  that  part  of  a  man’s  income  which 
he  saves.  With  a  view  to  encouraging  personal  savings, 
the  interest  received  from  postal  savings  banks  and  some 
government  securities  is  exempt  from  income  tax  in 
Ceylon,  India,  Pakistan  and  Thailand,  while  life  insurance 
premia  are  excluded,  partly  or  wholly,  from  taxable 
income  in  India,  Japan  and  Pakistan.^  It  can  be  argued 
that,  if  the  incentive  to  save  were  the  main  consideration, 
as  it  unquestionably  is  an  important  one,  taxation  should 
not  be  on  income,  but  on  expenditure.--* 

Business  profits  are  comparatively  easy  to  tax,  but 
the  extent  to  which  they  should  be  presents  a  dilemma 
for  a  developing  economy.  A  country  which  encourages 
free  enterprise  may  favour  low-  taxes  on  business  profits 
in  order  not  to  weaken  private  incentives  for  investment 
and  enterprise.  On  the  other  hand,  it  is  also  likely  to 
want  to  obtain  as  much  revenue  as  possible  to  finance 
development  in  the  public  sector. 

From  the  revenue  and  equity  points  of  view-,  the 
corporate  tax  has  the  advantage  of  taxing  undistributed 
profits  which  cannot  be  reached  by  a  personal  income 


1.  The  premia  paid  to  life  insurance  companies,  provident  funds,  etc. 
are  exempted  from  income  tax  to  one-sixth  of  the  total  income  up 
to  a  maximum  of  Rs  6,000  in  India  and  Pakistan.  See  "Taxation 
and  Economic  Development  in  Asian  Countries”,  op.  eit. 

2.  See  Nicholas  Kaldor,  An  Expenditure  Tax,  London,  1965;  Nurkse, 
op.  eit.,  p.  146. 

8.  Since  excise  and  other  indirect  taxes  are  levied  on  certain  expendi¬ 
tures  _  only  (being  thus  only  “partial  expenditure  taxes”),  the 
practicability  of  a  comprehensive  tax  on  pei-sonal  consumption 
expenditure  may  be  worth  further  study. 


tax.  If  a  progressive  personal  income  tax  exists,  the 
case  is  strengthened  for  levying  the  corporate  tax  at  a 
flat  rate.  From  the  incentive  standpoint,  various  devices 
to  stimulate  private  investment  deserve  consideration. 
New  enterprises  may  be  premitted  higher  rates  of 
depreciation,  as  in  Ceylon,  Pakistan  and  India.  This 
has  the  effect  of  a  more  rapid  recapture  of  capital  for 
re-investment.  Preferential  rates  may  be  applied  to 
reinvested  business  profits  in  order  to  encourage  capital 
accumulation.  Extensive  carry-overs  of  business  losses 
in  one  year  may  be  allowed  to  offset  business  gains  in 
other  years.  Tax  exemptions  granted  to  new  and 
desirable  industries  form  another  possible  way  of 
providing  investment  incentives.^  In  the  Philippines,  ex¬ 
emptions  from  all  taxes  are  given  to  “new  and  necessary” 
industries  for  the  first  four  years.  Similar  tax  conces¬ 
sions  are  given  in  Pakistan.  In  India,  profits  of  new 
industries  up  to  6  per  cent  of  their  invested  capital  are 
exempt  from  taxation  for  the  first  five  years. 

The  success  of  tax  concessions  depends,  inter  alia, 
upon  the  level  of  taxation — which,  as  noted,  is  not  high 
enough  in  many  under-developed  countries  at  present  to 
impede  investment  seriously.  Other  restrictions,  controls 
and  regulations  or  frequent  changes  in  such  restrictions, 
controls  and  regulations  may,  however,  be  a  serious 
impediment.  Meanwhile,  aside  from  the  possibility  of 
favouritism,  tax  concessions  tend  to  involve  “loopholes”. 
Their  main  purpose  is  to  help  new  enterprise  find  its 
way  through  the  difficulties  of  its  beginning  years  or  to 
induce  an  existing  establishment  to  invest  in  plant  ex¬ 
pansion.  However,  there  is  a  great  temptation  for  the 
beneficiary  to  ask  for  extension  when  the  concession 
period  expires,  and  this  may  perpetuate  inefficiency.  For 
example,  at  the  present  time  the  Philippine  Government 
is  finding  it  difficult  to  resist  such  requests  for  extension. 
Other  industries  also  tend  to  press  for  exemptions.  The 
Mexican  experience  of  including  more  and  more  well- 
established  concerns  in  the  list  of  exempted  firms  is 
worth  mentioning.® 

The  above-mentioned  dilemma  in  corporate  taxation 
is  further  complicated  by  the  important  role  played  by 
foreign  investment  in  the  economy  of  a  number  of  Asian 
countries.  A  developing  country  desiring  to  achieve 
rapid  growth  would,  of  course,  like  to  attract  foreign 
capital  into  the  country  by  means  of  low  taxes  or  special 
tax  incentives.  On  the  other  hand,  it  would  also  like 
to  see  a  more  rapid  increase  in  national  (domestic) 
investment  through  measures  such  as  relatively  higher 


4.  Tax  concession  may  be  refcarded  as  disguised  government  sub¬ 
sidies,  inasmuch  as  the  State  gives  up  a  part,  or  all,  of  its  tax 
claim  against  an  enterprise. 

5.  See  Sanford  A.  Mosk,  Industrial  Revolution  in  Mexico,  University 
of  California  Press,  1964. 


taxes  and  royalties  on  foreign  capital.  Administratively, 
foreign  investment  also  complicates  the  picture.  In 
many  cases  the  foreign  business  unit  in  the  taxing  country 
is  integrated  with  one  in  another  country,  and  the  profits 
accrue  usually  to  non-resident  shareholders.  It  is  there¬ 
fore  difficult  for  the  taxing  country  to  determine  the 
base  for  income  taxes,  while  tax-payers  can  avoid 
payment  of  taxes  through  large  corporate  accumulations 
or  distribution  of  earnings  to  non-resident  shareholders, 
unless  the  tax  is  collected  at  source.  A  relatively  more 
favourable  treatment  of  undistributed  profits  with  a  view 
to  inducing  industries  to  plow  their  profit  back  into  the 
enterprise  would  to  some  extent  prevent  excessive  remit¬ 
tances  abroad ;  however,  general  foreign  exchange 
stability  also  is  necessary.  It  goes  without  saying  that 
in  granting  tax  favours  to  foreign  enterprise,  a  developing 
country  should  be  careful  not  to  put  the  latter  in  a 
more  favourable  position  than  a  domestic  enterprise. 
In  establishing  arrangements  for  the  avoidance  of  double 
taxation,  it  appears  proper  that  revenue  sacrifices  should 
be  made  by  capital  exporting  rather  than  capital 
importing  countries.^ 

In  most  ECAFE  countries  agriculture  supports  60 
to  80  per  cent  of  the  population  and  contributes  40 
to  60  per  cent  of  the  national  income.  In  a  development 
programme  a  sizeable  contribution  has  to  come  from 
agriculture  despite  the  low  per  capita  income  in  that 
sector.  In  the  early  stages  of  economic  development 
of  Japan,  the  land  tax  was  used  as  an  important  instru¬ 
ment  for  financing  economic  development.^  At  present, 
land  taxes  are  levied  in  China,  Burma,  India  and 
Pakistan.  Ceylon,  Malaya  and  Thailand,  instead  of 
levying  land  taxes,  levy  export  duties  on  their  principal 
export  crops.  The  Philippines  uses  neither  of  these 
methods  but  has  instead  a  general  tax  on  real  property.® 
In  several  ECAFE  countries,  land  is  assessed  on  a 
presumptive  basis  and  therefore  the  tax  does  not  vary 
closely  with  fluctuations  in  production  and  prices. 
Owing  to  the  rise  in  prices  during  war-time  and  post-war 
inflation,  the  burden  of  the  land  tax  and  its  proportion 
in  the  total  tax  revenue  has  declined  in  many  ECAFE 
countries  as  compared  with  pre-war;  notable  exceptions 
are  China  (during  the  war)  and  the  Republic  of  Korea, 

1.  This  is  the  position  taken  by  the  United  Nations  Fiscal  Commis¬ 
sion  and  the  Ek:onomic  and  Social  Council  (Resolution  378  BII, 
XIII);  see  Economic  and  Social  Council,  Official  Records,  Thirteenth 
Session  (United  Nations  E/2152),  pp.  23  and  24. 

2.  “The  outstanding  instrument  of  forced  saving  in  Japan  was  the 
traditional  land  tax,  which  was  drastically  tightened  up  and  reas¬ 
sessed  in  the  1870’s,  when  it  brought  in  about  four-fifths  of  total 
government  revenue.  This  was  the  device  which  was  used  to  siphon 
off  a  part  of  the  increment  in  productivity  in  agriculture,  and 
these  revenues  were  channelled  directly  into  investment  projects 
by  government  action.  This  was  the  way  the  requisite  means  of 
subsistence  were  mobilized  for  capital  construction.  In  sharp  con¬ 
trast  to  agriculture,  manufacturing  industries — when  not  in  govern¬ 
ment  hands — were  lightly  taxed  or  even  subsidized.  Later  the  pic¬ 
ture  gradually  changed,  though  at  the  end  of  the  century  the  land 
tax  still  accounted  for  nearly  half  of  the  total  tax  revenue.” 
(Nurkse,  op.  cit.,  p.  149). 


where  the  land  tax  was  paid  in  kind.  A  reassessment 
based  on  a  valuation  survey  would  thus  result  in  larger 
yield  to  the  government.  But  such  surveys  are  usually 
costly  and  many  under-developed  countries  have  never 
had  a  comprehensive  cadastral  survey  (China)  or  have 
conducted  them  only  at  intervals  of  10  or  15  years 
(India) . 

Land  taxation  in  its  traditional  form  is  relatively 
inflexible  and  non-progressive;  it  neither  provides  for 
minimum  exemptions  and  family  allowances  nor  dis¬ 
criminates  between  earned  and  unearned  incomes;  more¬ 
over,  levied  on  a  presumptive  basis,  it  discourages 
marginal  producers.  In  all  these  respects,  an  agricultural 
income  tax  is  superior.  Such  a  tax  has  been  added  in 
five  States  in  India,^  and  has  recently  been  introduced 
in  Indonesia.  Administratively,  however,  it  is  extremely 
difficult  to  levy  an  income  tax  in  the  agricultural  sector, 
especially  because  farmers  keep  inadequate  records  or 
none  at  all.®  In  view  of  the  administrative  difficulties 
and  small  yield  per  unit,  exemptions  probably  will  have 
to  be  high  enough  to  bypass  the  majority  of  small 
holders,  although  in  some  cases  this  might  lead  to 
uneconomic  subdivision  of  land.  The  consequent  loss 
of  revenue  can  be  compensated  by  introduction  of  other 
forms  of  tax,  e.g.  a  property  tax,  inheritance  tax,  capital 
gains  tax,  betterment  tax,  land  value  increment  tax, 
taxes  on  unutilized  and  unimproved  land,  etc. — taxes 
which  are  often  also  needed  for  narrowing  the  loopholes 
of  income  tax  systems. 

Incentive  measures  can  also  be  introduced  into 
agricultural  taxation.  In  order  to  bring  potentially 
fertile  land  into  cultivation,  and  raise  land  productivity, 
a  land  tax  or  agricultural  income  tax  may  be  levied 
in  terms  of  potential  rather  than  actual  yield.®  To 
encourage  the  extension  of  cultivation,  newly  reclaimed 
land  may  be  exempted  from  the  tax  for  a  number  of 
years,  and  exemptions  may  also  be  given  to  land  which 
has  lain  fallow  for  a  considerable  period  but  is  brought 
back  into  cultivation.  Investment  in  irrigation,  soil 
conservation  and  land  improvement  generally  can  be 
exempted  from  income  tax.  Similar  incentives  may  also 
be  offered  in  connection  with  a  specific  course  of  action 
for  improving  yield  such  as  the  use  of  improved  seed 
or  more  fertilizer.  Provided  farmers  are  assured  that 
an  increment  in  production  will  not  be  taxed  away,  such 

3.  “Taxation  and  Economic  Development  in  Asian  Countries”,  op.  cit. 

4.  Assam,  Bengal,  Biliar,  Orissa  and  the  United  Provinces.  See 
United  Nations,  Public  Finance  Surveys:  India,  1951,  p.  73. 

5.  More  fundamentally,  the  agricultural  tax  system  is  closely  tied  in 
with  the  land  tenure  system.  In  a  country  where  land  holdings 
have  been  equalized  (e.g.  mainland  China)  there  may  be  little  need 
or  basis  for  a  progressive  tax  on  agricultural  income. 

6.  A  mission  of  the  International  Bank  for  Reconstruction  and 
Development  to  Colombia  recommended  this  to  the  government  of 
Colombia. 


incentives  might  go  a  long  way  toward  breaking  down 
farmers’  mistrust  of  innovations  and  might  thus  result 
in  substantially  increased  production.^ 

A  betterment  levy  on  farmers  who  are  benefited 
by  irrigation  projects,  rural  roads,  etc.  may  be  considered 
an  appropriate  form  of  tax.  India,  with  long  experience 
in  connection  with  irrigation  projects  in  particular,  has 
found  the  levying  of  special  assessments  for  development 
projects  useful.  It  is  only  fair  that  the  agricultural 
sector  should  share  in  the  cost  of  economic  development 
when  development  projects  help  it  to  increase  pro¬ 
ductivity,  income  and  land  value.  Determination  of 
appropriate  rates  for  a  betterment  tax  depends,  however, 
on  an  evaluation  of  benefits  derived  from  the  projects 
concerned,  and  this  in  many  cases  is  difficult  to  make. 
Moreover,  it  may  be  the  government’s  policy  to  provide 
necessary  facilities  to  agriculture  at  low’  or  no  cost;  or, 
on  the  other  hand,  it  is  possible  that  a  water  levy  related 
directly  to  the  use  of  water  would  be  more  effective  in 
motivating  farmers  to  conserve  water  than  would  a 
general  tax  or  special  assessments  related  only  to 
increased  land  values. 

Most  income  tax  systems  in  ECAFE  countries  do 
not  tax  profits  on  sales  of  capital  assets.  Such  profits 
can.  however,  be  reached  by  taxes  on  capital  gains 
and  wealth. 

Capital  gains  taxation  has  significant  possibilities 
in  those  countries  where  there  are  important  companies 
with  domestic  shareholders.  In  many  ECAFE  countries, 
however,  the  big  companies  are  foreign-owned;  moreover, 
there  are  practically  no  capital  markets.  As  the  share¬ 
holders  or  parent  corporations  are  outside  the  country 
and  the  shares  are  traded  on  foreign  security  markets, 
there  is  no  opportunity  for  taxing  capital  gains  when 
realized.-  This  is  one  of  the  main  reasons  why  such 
a  tax  has  not  been  popular  in  Asia  so  far.  Revenue 
may,  however,  be  obtained  from  capital  gains  by  taxing 
retained  or  re-invested  profits  in  the  corporate  tax,  net 
worth  tax  or  property  tax  based  on  sales  value,  or  by 
a  gift  tax  and  inheritance  tax.  India  introduced  capital 
gains  taxation  during  the  post-war  inflation,  but  later 
abolished  it  as  a  separate  tax  and  incorporated  it  in  a 
system  of  taxing  undistributed  profits  in  closely-held 
companies.  In  Taiwan,  China,  capital  gains  taxation  is 
practised  in  the  form  of  a  land  value  increment  tax. 

1.  Papers  and  Proceedings  of  the  Conference  o»  Agricultural  Taxation 
and  Economic  Development,  op.  eit.,  p.  25.  Several  ECAFE  coun¬ 
tries,  instead  of  providing:  such  tax  incentives,  distribute  fertilizers 
and  improved  seeds  to  farmers  free  of  charge:  this  is  done,  for 
instance,  quite  successfully  in  Pakistan  and  the  Philippines. 

2.  United  Nations.  Taxes  and  Fiscal  Policy  in  Under-developed  Coun¬ 
tries  (ST/TAA/N/8),  October  1954,  pp.  36-36. 


A  capital  gains  tax  may  be  used  as  a  means  of 
combating  excessive  speculation,  especially  in  land, 
during  inflation.  Or,  instead,  a  transfer  tax  may  be 
imposed  on  the  sale  of  land  and  buildings,  high  rates 
being  applied  in  cases  where  the  interval  between  two 
sales  is  short  and  lower  rates  where  it  is  long.® 

The  net  tvorth  tax  is  ordinarily  applied  so  as  to 
impose  annually  a  low  rate  on  the  net  excess  of  the 
value  of  assets  over  liabilities  of  well-to-do  individuals. 
The  tax  has  to  be  paid  irrespective  of  income;  those 
who  merely  hoard  their  wealth  in  unproductive  form, 
gaining  no  income,  must  still  pay  the  tax.  With  pro¬ 
gression  in  rates,  it  becomes  a  more  selective  instrument 
in  preventing  the  grow’th  of  undue  concentration  of 
wealth.  However,  the  administration  of  any  net  worth 
tax  in  under-developed  countries  is  extremely  difficult. 
While  land  and  buildings  can  be  assessed  fairly  readily, 
hoards  of  jewelry  and  currency  notes  as  well  as  foreign 
assets  can  be  concealed  quite  easily.  So  far,  a  net  worth 
tax  is  operating  effectively  only  in  advanced  countries 
like  the  Netherlands,  Germany,  and  the  Scandinavian 
countries.  Japan  in  1950  introduced  such  a  tax  upon 
the  recommendation  of  the  Shoup  Mission;  however, 
difficulties  in  the  appraisal  of  properties  (especially 
intangible  properties)  and  in  tax  administration,  and 
the  small  revenue  obtained,  led  the  country  to  abolish 
it  in  1953. 

If  movable  assets  are  excluded,  the  net  worth  tax 
becomes  a  kind  of  property  tax.  Some  economists 
prefer  the  property  tax  to  the  income  tax  for  financing 
economic  development,  partly  because  tbe  distribution  of 
real  property  is  apt  to  be  more  uneven  in  under-developed 
countries  than  the  distribution  of  income.^  However, 
for  this  tax  to  work  well  it  should  be  readily  adjustable 
to  changes  in  costs  and  prices;  otherw’ise  it  will  tend  to 
become  negligible  in  periods  of  inflation  and  oppressive 
during  periods  of  price  decline.  Valuation  and  assess¬ 
ment  surveys  may  therefore  be  required  at  rather  frequent 
intervals.  Since  cadastral  surveys  are  expensive  and  an 
increase  in  their  frequency  may  not  be  practicable  in 
under-developed  countries,  research  is  perhaps  needed 
to  evolve  new  ways  of  making  valuation  adjustments. 

3.  Ibid. 

4.  “If  the  tax  burden  of  the  well-to-do  classes  is  to  be  increased, 
partly  in  order  to  eliminate  the  least  desirable  forms  of  private 
investment  and  partly  to  curtail  their  conspicuous  consumption  ex¬ 
penditure,  it  may  be  preferable  not  to  rely  too  much  on  the  income 
tax  because  of  the  administrative  problems  which  beset  the  taxa¬ 
tion  of  personal  income  in  countries  with  a  limited  use  of  checking 
accounts,  inadequate  bookkeeping  and  accounting  practices,  and 
laxity  in  public  administration.  Since  the  distribution  of  real  pro¬ 
perty,  both  urban  and  rural,  is  in  most  under-developed  countries 
more  uneven  than  the  distribution  of  income,  it  may  well  be  that 
the  incidence  of  a  proportional  property  tax  with  a  relatively  high 
level  of  basic  exemption  is  more  progressive  than  a  personal  income 
tax:  besides,  it  is  easier  to  administer.  Furthermore,  a  higher 
level  of  property  taxation  may  have  some  beneficial  effects  upon 
the  prevalent  habit  of  devoting  private  savings  largely  to  the 
acquisition  or  construction  of  real  property.”  Adler,  op.  eit.,  pp. 
593-4. 


The  inheritance  tax  is  considered  easier  to  administer 
and  has  very  little  adverse  effect  on  incentives.  Thus 
some  countries  may  wish  to  encourage  private  entre¬ 
preneurs  to  make  substantial  profits  without  much  tax 
interference  while  alive,  but  tax  them  rather  severely 
when  they  die.  Unless  there  is  strong  social  opposition, 
there  are  at  any  rate  clear  advantages  in  introducing 
an  inheritance  tax.* 

Tax  tools:  Indirect  taxation 

As  noted  above,  one  important  reason  for  reliance 
on  indirect  taxation  is  convenience  in  tax  administration. 
Indirect  taxes  are  easy  to  levy  at  points  where  a  large 
part  of  the  national  income  passes  through  a  small 
number  of  hands.  Usually  an  under-developed  country 
has  only  a  few  sea  ports  and/or  land  frontier  stations 
through  which  goods  pass  in  international  trade,  and 
a  small  number  of  modern  industries  that  process  or 
manufacture  widely  consumed  commodities,  e.g.,  sugar, 
matches,  salt,  tobacco,  etc.  Thus  customs  duties  and 
excise  and  sales  taxes  levied  on  these  widely  consumed 
goods  at  manufacturing  and  wholesale  levels,  are  popular 
in  many  ECAFE  countries. 

Import  duties  are  the  most  important  indirect  tax 
in  countries  of  the  region;  they  have  been  outranked 
by  export  duties  only  recently  in  a  few  primary-goods 
exporting  countries — during  the  Korean  boom  (in  the 
case  of  Ceylon,  Indonesia,  Malaya)  and  the  recent  tea 
boom  (Ceylon) .  The  revenue  from  import  duties  depends 
chiefly  on  the  rate  structure,  the  level  of  foreign  trade 
and  the  import  restrictions  imposed  by  the  country  con¬ 
cerned.  In  a  number  of  primary  exporting  countries  of 
the  region,  the  level  of  import  follows,  with  a  time  lag, 
the  level  of  export,  which  fluctuates  with  changes  in 
foreign  damand.  Imports  into  these  countries  have  to 
be  financed  chiefly  by  their  export  earnings.  Post-war 
fluctuations  in  the  availability  of  import  finance  have 
led  many  ECAFE  countries  to  restrict  imports.  To  the 
extent  that  countries  rely  chiefly  on  quantitative  controls 
for  this  purpose,  a  loss  of  revenue  from  import  duties 
sooner  or  later  results.  This  is  the  major  reason  which 
has  recently  led  Thailand  to  shift  its  import  restriction 
policy  from  quantitative  control  to  higher  import  duties. 

In  many  countries  of  the  region  most  import  duties 
are  levied  at  specific  rates,  with  low  rates  on  necessities 
and  high  rates  on  non-essentials  and  luxuries.  Specific 

1.  It  was  noted  that  an  inheritance  tax  in  the  rural  sector  could 
contribute  to  the  eQualization  of  land  holdings  if  it  were  coupled 
with  a  policy  to  enable  tenants  and  small  holders  to  buy  on  the 
instalment  plan  any  land  that  was  placed  on  the  market  to  satisfy 
liability  incurred  under  the  inheritance  tax.”  (Papers  and  Procecd- 
inge  of  the  Conference  on  Agricultural  Taxation  and  Economic 
Development,  op.  eit.,  p.  20.) 


duties,  however,  are  inflexible;  during  price  inflation, 
their  share  in  government  revenue  tends  to  be  reduced 
and  the  burden  on  consumers  is  lessened.^  Ad  valorem 
duties,  despite  the  frequent  undervaluation  by  the  customs 
authorities,  are  usually  more  flexible  and  productive  of 
revenue.  To  make  the  rate  structure  as  a  whole  pro¬ 
gressive,  reduce  conspicuous  consumption  and  save 
foreign  exchange,  differential  rates,  varying  according 
to  the  degree  of  necessity,  can  be  geared  to  system  of 
ad  valorem  import  duties.  However,  when  inflation  is 
raising  domestic  prices  without  raising  the  prices  of 
imports  in  foreign  currencies,  even  ad  valorem  import 
duties  are  not  sufficiently  responsive.  In  this  case,  a 
sales  tax  on  imported  goods  should  be  able  to  fill  the  gap. 

Besides  yielding  revenue,  excise  and  sales  taxes  have 
the  effect  of  reducing  both  the  purchasing  power  of 
consumers  and  their  incentive  to  spend.  Of  course,  the 
income  tax  also  reduces  spending,  but  the  sales  tax  as 
a  revenue  device  shares  with  many  other  indirect  taxes 
the  advantage  of  reaching  people  with  incomes  low 
enough  to  be  exempt  from  income  tax  and  of  also 
reaching  those  persons  with  high  incomes  who  manage 
to  evade  the  income  tax,  and  some  of  the  income  not 
covered  by  income  taxation,  e.g.  capital  gains.  More¬ 
over,  it  falls  only  on  spending,  not  on  income  which 
may  well  include  savings.  A  sales  tax  may  be  levied 
at  the  production  or  import  stage,  at  the  wholesale  or 
retail  stage,  or  at  every  stage  of  turnover.  At  least  for 
the  sake  of  administrative  convenience  a  one-stage  tax 
at  a  relatively  higher  rate  is  preferable  to  taxation  at 
several  stages  at  low'er  rates.  This  has  been  the  ex¬ 
perience  of  Burma,  Pakistan  and  Indonesia  where  a 
one-stage  sales  tax  has  been  preferred.  Sales  taxes  at 
the  retail  stage  have  the  disadvantage  of  being  levied 
mostly  on  purchases  in  urban  areas.  Indian  experience 
has  indicated  that  collection  at  the  wholesale  level  was 
more  effective  in  that  country. 

A  system  of  indirect  taxes  can  be  made  relatively 
progressive  if  levied  at  low  rates  upon  items  that  the 
poor  consume  and  at  high  rates  upon  w'hat  the  rich 
consume.  This  appears  to  be  practicable  in  under¬ 
developed  countries  where  differences  in  consumption 
expenditure  patterns  for  the  bulk  of  the  population  and 
for  the  top  income  groups  are  generally  quite  clear-cut. 
Moreover,  higher  rates  can  be  levied  not  only  on  actual 
luxury  goods,  but  also  on  other  articles  for  which  the 
demand  is  increasing  rapidly,  a  point  worth  noting  in 

2.  “A  study  of  the  weight  of  import  duties  in  El  Salvador  shows  that 
the  ad  valorem  equivalent  of  the  duties  upon  import  goods  pur¬ 
chased  by  a  family  with  an  annual  income  of  3,000  colones  fell  by 
about  one-third  between  1940  and  1946.”  Inflation  prevailed  in 
these  years.  (See  Henry  C.  Wallich  and  John  H.  Adler,  Public 
Finance  in  a  Developing  Economy,  Harvard  University  Press,  1951, 
pp.  9-10). 
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view  of  the  spread  of  the  ‘Menionstration  effect”  of 
the  western  consumption  pattern  in  under-developed 
countries. 

In  a  number  of  primary  exporting  countries  of  the 
region,  export  duties,  including  some  concealed  forms 
of  export  duty  which  will  be  explained  below,  play  an 
important  role  in  the  revenue  system  and  in  the  economy 
as  a  whole.  Revenue  from  export  duties  and  quasi¬ 
export  duties  forms  a  large  share  of  total  tax  revenue.* 
Such  revenue  has  increased  considerably — rising  especial¬ 
ly  w'hen  foreign  demand  for,  and  prices  of,  their 
principal  export  commodities  have  increased,  e.g.  during 
the  Korean  war  boom.  In  addition  to  the  advantage 
of  easy  administration,  export  duties  are  also  a  major 
device  for  promoting  greater  economic  stability.  Since 
their  yield  varies  according  to  the  export  prices,  they 
tend  to  siphon  off  the  windfall  gains  resulting  from 
rising  prices  abroad  and  thus  to  insulate  the  domestic 
economy  from  the  inflationary  pressure  generated  abroad. 

This  stabilizing  effect  of  export  duties  is  obtained 
if  the  duties  are  levied  on  an  ad  valorem  basis  and  also 
if,  when  levied  on  a  specific  basis,  the  rates  are  made 
to  vary  with  the  prices.  Ceylon  and  Malaya  have  used 
a  more  or  less  automatic  sliding-scale  specific  levy  on 
rubber  export  and,  for  a  period  of  time,  Ceylon  has 
done  this  on  tea  export  also.  India  has  periodically 
revised  its  duties  on  jute  and  tea  export  by  administrative 
order;  so  also  has  Thailand  its  extra  export  duties  (the 
so-called  “premia” )  on  rice.  In  Burma,  the  profits  of 
the  State  Agricultural  Marketing  Board,  which  are  the 
most  important  single  source  of  revenue,  can  be  viewed 
as  a  quasi-export  tax.  The  Board,  while  fixing  the 
domestic  rice  price  at  a  low  and  stable  level,  has  realized 
profits  by  selling  rice  abroad  at  much  higher  world 
prices.^  In  Thailand,  from  1947  to  mid-1955,  the  sale 
to  importers  of  exchange  at  a  rate  higher  than  the 
unfavourable  exchange  rate  applied  to  exports  of  rice, 
and  partly  to  exports  of  rubber  and  tin,  yielded  foreign 
exchange  profits  for  a  Stabilization  Fund,  and  the  Bank 
of  Thailand  used  the  money  thus  paid  in  to  buy  Govern¬ 
ment  Treasury  Bills.  Such  profits  can  be  viewed  as 
another  form  of  quasi-export  duty,  although  they  are 
concealed  and  do  not  go  directly  to  the  government  as 
a  revenue. 

From  the  standpoint  of  financing  economic  develop¬ 
ment,  one  defect  of  export  duties  is  their  uncertainty. 
Changes  in  foreign  demand  and  world  prices  are  often 
not  predictable.  In  the  course  of  time,  government 

1.  Ceylon,  Malaya  and  Thailand,  instead  of  levying  land  taxes,  levy 
export  duties  on  their  principal  export  crops. 

2.  In  the  food  deficit  countries,  e.g.  Ceylon,  India  and  Japan,  imports 
of  rice  have  been  subsidized  to  prevent  the  cost  of  livinit  from 
risinit. 


revenue  may  decline  to  such  a  low  level  that  development 
outlay  in  the  public  sector  has  to  be  reduced.®  This 
can  be  illustrated  by  the  situation  which  prevailed  in 
Burma  after  1953.  It  is  therefore  advisable  for  countries 
which  concentrate  on  the  export  of  a  few  primary 
commodities  to  adopt  some  anti-fluctuation  device  in 
connexion  with  export  duties  or  quasi-export  duties. 
During  the  export  boom,  such  countries  can  build  up 
cash  reserves  from  the  buoyant  government  revenues, 
and  foreign  exchanges  reserves  from  the  increased  export 
earnings.  During  a  period  of  export  decline,  the  cash 
reserves  can  be  used  for  development  and  other  purposes, 
and  the  accumulated  foreign  exchange  for  bolstering  the 
balance  of  payments.  If  the  boom  and  decline  periods 
are  evenly  distributed,  a  stable  rate  of  development  can 
be  maintained  with  a  fluctuating  revenue.  While  this 
device  cannot,  of  course,  be  expected  to  work  perfectly, 
the  principle  involved  does  provide  some  guide  to  fiscal 
policy. 

As  far  as  incentive  and  equity  are  concerned,  export 
duties  cannot  as  a  rule  be  related  to  ability  to  pay. 
Their  impact  is  generally  the  same  on  all  production 
units,  large  or  small,  efficient  or  inefficient.  However, 
Indonesia  has  provided  favourable  tax  treatment  to  small 
holders  in  rubber  production.  Export  duties  may  also 
have  an  adverse  effect  on  production  and  interfere  with 
the  optimum  pattern  of  world  trade.  It  is  in  all  these 
aspects  that  the  income  tax  is  commonly  thought  of 
as  a  better  substitute  for  export  duties.'*  No  matter  how 
good  the  income  tax  is,  however,  flexible  export  duties 
still  have  their  attractions  of  being  quickly  adjustable, 
of  singling  out  the  export  sector  of  the  economy,  which 
is  most  subject  to  foreign  influence,  and  of  being  easy 
to  administer  and  collect. 

(cl  Foreign  trade,  exchange  and 

INVESTMENT  POLICY 

Foreign  trade  and  exchange  policy,  and  policy  for 
promoting  foreign  investment,  are  important  and  some¬ 
times  even  crucial  parts  of  the  general  strategy  of 
speeding  up  economic  development  and  safeguarding  the 
balance  of  payments  in  the  course  of  development. 
Economic  isolation  being  practically  impossible  and 
international  commercial  and  financial  dealings  being  in 


3.  When  world  prices  fall  below  production  cost,  it  may  become  neces¬ 
sary  for  the  eovernment  to  subsidize  the  export  industries  affected. 
The  Copra  Fund  of  Indonesia,  which  operated  on  the  principle  of 
stabilizing  the  income  of  copra  producers,  realized  profits  when 
the  world  price  of  copra  was  hiith  and  incurred  losses  when  it  was 
low. 

4.  Some  experts  at  the  United  Nations  Technical  Assistance  Confer¬ 
ence  on  Comparative  Fiscal  Administration  suggested  devices  to 
incorporate  export  duties  into  the  income  tax,  by  means  of  which 
export  duties  should  always  be  ad  valorem  and  not  specific  and 
general,  and  should  be  levied  at  progressive  rates  on  the  value  of 
exports  but  with  due  consideration  of  the  presumed  costs.  United 
Nations,  Taxes  and  Fiscal  PoUeies  in  Under-developed  Countries, 
op.  eit.,  p.  39. 


any  case  highly  advantageous  if  successfully  handled, 
governments  have  the  problem  of  establishing  principles 
and  procedures  under  which  the  hazards  from  such 
international  dealings  will  be  minimized  and  the  benefits 
enlarged. 

The  use  of  various  controls  over  foreign  trade  and 
exchange  raises  a  basic  question  of  comparative  advant¬ 
ages.  As  pointed  out  in  section  1  (al,  the  law  of 
comparative  advantages  has  to  be  interpreted,  in  the  case 
of  the  products  and  industries  of  a  developing  economy, 
in  terms  of  the  advantages  expected  to  prevail  after 
modernization  of  the  economy  when  its  potential  human 
and  natural  resources  have  been  brought  into  fuller  and 
better  utilization.  In  starting  their  economic  moderniza¬ 
tion,  under-developed  countries  are  confronted  with  many 
difficulties  of  which  at  least  two  major  ones  are  connected 
with  international  cost  and  price  relations.  First,  the 
external  economies  so  vital  for  the  development  of  new 
firms  and  industries — chiefly  basic  economic  facilities 
such  as  power  and  transport,  trained  labour,  efficient 
market  structure,  etc. — are  usually  lacking.  A  new 
enterprise  will  therefore  have  to  incur  high  costs  and 
risks  for  its  investment  and  production,  whereas  in  highly 
developed  countries,  where  external  economies  already 
exist,  a  new  enterprises  can  be  established  with  advantage 
and  will  enjoy  a  favourable  competitive  position.* 
Second,  the  established  industries  in  advanced  countries, 
having  in  many  cases  already  developed  on  a  large  scale 
and  accumulated  much  knowledge  and  experience,  have 
sometimes  obtained  a  monopolistic  position  and  are  able 
to  practise  price  discrimination;  new  producers  in  under¬ 
developed  countries  are  in  a  particularly  unfavourable 
position  when  it  comes  to  breaking  into  these  fields.^ 

To  overcome  these  difficulties,  resort  to  certain 
protectionist  trade  and  exchange  policies  appears  to  be 
justified.  However,  such  policies  should  be  used  selec¬ 
tively  and  purposefully  and  the  effects  and  implications 
should  be  carefully  watched,  since  protectionism  tends 
to  perpetuate  inefficiency  and  high  real  cost  and  since 
the  reduction  of  trade  barriers  and  other  economic 
barriers  to  the  maximum  feasible  extent  is  an  important 
aspect  of  international  co-operation.®  The  proper  degree 
of  protection,  although  difficult  to  determine,  depends 

1.  Cf.  T.  de  Scitovsky,  “A  reconsideration  of  the  theory  of  tariffs”. 
The  Review  of  Economic  Studies,  vol.  IX,  1942,  No.  2. 

2.  Cf.  K.W.  Rothschild,  “The  small  nation  and  world  trade”.  The 
Economic  Journal,  April  1944. 

3.  Under  the  agreement  of  the  International  Monetary  Fund,  measures 
restrictive  of  foreign  trade  and  payments  may  be  used,  if  necessary, 
in  the  post-war  transitional  period,  but  should  be  progressively 
removed  afterward.  Members  still  retaining  any  such  restriction  in 
or  after  1952  (i.e.  five  years  after  the  date  on  which  the  Fund  be¬ 
gan  operations)  are  obligated  to  consult  the  Fund  annually  as  to 
their  further  retention.  Twelve  countries  of  the  region,  namely 
Afghanistan,  Burma,  Ceylon,  Republic  of  China,  India,  Indonesia. 
Japan,  Republic  of  Korea,  Pakistan,  the  Philippines,  Thailand  and 
Republic  of  Viet-Nam  are  members  of  the  International  Monetary 


on  the  extent  of  government  provision  of  basic  facilities, 
tax  incentive  measures,  easy  credit  terms,  etc.,  which 
should  in  turn  be  sufficient  to  assure  real  progress  toward 
making  protection  less  necessary. 

The  balance  of  payments  position  of  under-developed 
countries  tends  to  deteriorate  in  the  course  of  implement¬ 
ing  their  development  programmes,  unless  there  is  a 
substantial  supply  of  foreign  capital  on  favourable  terms. 
Factors  accounting  for  this  phenomenon  operate  on  the 
demand  as  well  as  on  the  supply  side  of  foreign  exchange. 
On  the  demand  side,  foreign  exchange  is  needed  for 
the  import  of  capital  goods,  fuel  and  other  developmental 
goods  for  the  establishment  and  operation  of  new 
projects.  As  under-developed  countries  usually  do  not 
produce  elaborate  machinery  and  tools,  the  demand  for 
such  imports  tends  to  be  large;  for  instance,  in  the 
Philippine  Five-Year  Economic  Development  Programme 
(preliminary I  about  one-half  of  the  total  cost  is  to  be 
met  by  foreign  exchange.  In  the  second  place,  there  will 
be  increased  demand  for  imports  based  on  the  increase 
of  income  brought  about  by  implementation  of  the 
development  programme  and  operating  through  the  mar¬ 
ginal  propensity  to  import — a  propensity  which  may 
sometimes  furthermore  be  enlarged  by  the  “demonstration 
effect”.  Additional  foreign  exchange  is  also  required, 
in  the  course,  for  servicing  foreign  debts,  if  the  country 
borrows  abroad  for  financing  a  part  of  its  development 
programme;  or,  to  the  extent  that  equity  capital  is 
brought  in.  foreign  exchange  will  be  needed  when 
dividends  and  profits  are  remitted.  On  the  other  hand, 
the  development  of  import-substituting  industries  will 
in  due  course  reduce  certain  categories  of  import  demand, 
the  magnitude  of  such  reduction  depending  on  the 
importance,  in  the  programme,  of  the  industries  in 
question. 

On  the  supply  side,  the  development  of  domestic 
industries  and  the  increase  of  income  and  consumption 
tend  to  reduce  export  availability.  For  instance,  the 
establishment  of  the  textile  industry  in  Pakistan,  while 
it  has  out  down  imports  of  cotton  and  jute  textiles, 
has  also  exercised  a  limiting  influence  on  exports  of 
raw  cotton  and  raw  jute.  On  the  other  hand,  the  imple¬ 
mentation  of  an  export  promotion  programme  naturally 

Fund.  In  addition,  the  General  Agreement  on  Tariffs  and  Trade, 
considerinK  that  excessively  hitth  tariffs  may  lead  to  retaliation  and 
be  detrimental  to  the  expansion  of  world  trade,  provides  for  multila¬ 
teral  tariff  bargraining,  which  enables  the  neKotiators  to  offer  more 
extensive  concessions  than  they  might  have  been  prepared  to  grant 
in  connexion  with  separate  bilateral  agreement-s.  The  contracting 
parties  of  GATT  are  also  committed  to  dispense  with  quantitative 
restrictions  as  rapidly  as  their  individual  balance-of-payments  situa¬ 
tion  permits,  and  to  see  that  the  restrictions  employed  temporarily 
to  meet  foreign  exchange  difficulties  will  not  be  retained  perman¬ 
ently  for  protective  purposes.  However,  the  provisions  of  GATT 
give  special  recognition  to  the  problems  of  developing  countries — 
recognition  which  in  one  form  or  another  goes  back  ten  years  to 
the  early  drafts  of  the  ITO  Charter.  Six  countries  of  the  region, 
namely  Burma,  Ceylon,  India,  Indonesia,  Japan  and  Pakistan,  are 
among  the  contracting  parties  of  GATT 


tends  to  increase  foreign  exchange  earnings,  and  the 
availability  of  foreign  public  or  private  capital  will 
increase  the  supply  of  foreign  exchange. 

In  short,  the  magnitude  of  the  possible  balance-of- 
payinents  difficulty  resulting  from  implementation  of  a 
development  programme  depends  to  a  large  extent  on 
the  size  of  the  programme,  the  nature  and  distribution 
of  import-substitution  and  export-promotion  projects  in 
the  total  programme,  and  the  timing  and  terms  of 
servicing  foreign  loans.^  A  well-balanced  programme 
tends  to  require  less  control  on  foreign  trade  and 
exchange. 

In  addition,  developmental  balance-of-payments 
difficulty  as  such  may  have  super-imposed  upon  it  a 
“cyclical”'  type  of  balance-of-payments  difficulty  generated 
abroad.  This  is  especially  the  case  for  countries  de¬ 
pending  on  the  export  of  a  few  primary  commodities. 

Given  the  need  for  an  appropriate  degree  of  pro¬ 
tection  and  a  balanced  development  programme,  and 
the  possibility  of  occurrence  of  cyclical  export  fluctua¬ 
tions,  the  application  of  various  measures  for  promoting 
and  regulating  foreign  trade,  exchange  and  investment 
may  be  examined. 


Taxes,  subsidies  and  multiple  exchange  rates 

Taxes  and  subsidies,  when  applied  to  the  import  and 
export  trade  for  the  purpose  of  either  promoting  domestic 
industry^  or  influencing  the  balance  of  payments,  are 
clearly  a  part  of  foreign  trade  policy.  For  the  purpose 
of  raising  revenue,  high  tariff  duties  need  to  be  imposed 
on  imports  with  an  inelastic  demand;  but  for  the  purpose 
of  reducing  foreign  exchange  payments  on  imports,  the 
reverse  is  true,  i.e.  high  duties  are  imposed  on  imports 
with  an  elastic  demand.®  In  the  case  of  import  duties 
(and  export  subsidies!  primarily  for  the  purpose  of 
protection,  the  collateral  effects  on  government  finance 
and  the  balance  of  payments  will,  again,  depend  on  the 
elasticities  of  demand  for  the  commodities  concerned.^ 


1.  See  J.J.  Polak,  "Balance  of  payments  problems  of  countries  re- 
constructinK  with  the  help  of  foreign  loans”.  Quarterly  Journal  of 
Keonomies,  1943. 

2.  Article  XVIII  of  the  revised  General  Agreement  on  Tariffs  and 
Trade  recognizes  that  countries  in  the  .enriy  stages  of  economic 
development  should  enjoy  additional  facilities  to  enable  them  "to 
maintain  sufficient  flexibility  in  their  tariff  structure  to  be  able  to 
grant  the  tariff  protection  required  for  the  establishment  of  a 
particular  industry.” 

3.  Thus  in  Indonesia,  under  the  import  surcharges  system  which  has 
the  primary  purpose  of  improving  the  balance  of  payments,  imports 
of  essential  commodities  are  cither  exempted  from  surcharges  or 
are  assessed  at  a  moderate  rate,  while  on  imports  of  semi-luxury 
and  luxury  goods  higher  rates  of  surcharge  are  imposed.  These 
import  surcharges,  with  only  a  few  different  rates  applied  to  a 
few  broad  groups  of  commodities,  resemble  multiple  exchange  rates 
applied  on  the  import  side.  See  "The  application  of  multiple  ex¬ 
change  rates  in  selected  Asian  countries”.  Economic  Bulletin  for 
Aeia  and  the  Far  Boat,  November  1954. 

4.  Conversely  it  may  be  noted  that  import  duties  and  export  sub¬ 
sides,  even  if  they  are  applied  primarily  for  the  purpose  of  im¬ 
proving  the  balance  of  payments  or,  in  the  former  case,  raising 
revenue,  tend  also  to  have  a  protective  effect  on  import-competing 
and  export  industries. 


When  the  government  or  monetary  authorities 
possess,  in  some  degre,  a  monopoly  pow'er  in  buying 
and  selling  foreign  exchange,  and  when  they  limit  the 
freedom  of  private  dealings  in  foreign  exchange,  they 
can  prescribe  more  than  one  rate  for  different  types  of 
international  transaction  and  thus  introduce  a  multiple 
exchange-rate  system.®  A  multiple  exchange  rate  system 
is  in  essence  a  system  of  taxes  and  subsidies,  generally 
used  in  connection  with  external  imbalance.  If  the 
equilibrium  rate  of  exchange  is  known,  the  different 
effective  rates  can  be  compared  with  this  rate.  In  case 
the  effective  rate  (value  of  foreign  currency  in  terms 
of  local  currency)  is  higher  than  the  equilibrium  rate, 
the  difference  between  these  two  rates  is  equivalent  to 
an  ad  valorem  import  duty  on  the  payment  (import) 
side  and  a  subsidy  in  proportion  to  the  value  of  exports 
on  the  receipts  (export)  side.  If  the  effective  rate  is 
lower  than  the  equilibrium  rate,  the  difference  between 
these  two  rates  is  equivalent  to  a  subsidy  in  proportion 
to  the  import  value  on  the  payments  (import)  side  and 
to  an  ad  valorem  export  duty  on  the  receipts  (export) 
side.® 

In  operation,  the  difference  between  a  system  of 
multiple  exchange  rates  and  a  corresponding  system  of 
taxes  and  subsidies  is  largely  administrative.  Changes 
in  import  duties  and  export  subsidies  commonly  involve 
cumbersome  legislative  procedure  and  sometimes  inter¬ 
national  obligations,  while  the  power  of  changing  effective 
exchange  rates  (and  levying  import  surcharges),  resting 
usually  with  the  monetary  and  exchange  control  authori¬ 
ties,  can  be  exercised  quickly  by  administrative  orders. 
A  system  of  multiple  exchange  rates  appears  therefore 
to  be  more  flexible  than  a  system  of  taxes  and  subsidies 
in  meeting  a  changing  balance-of-payments  situation. 
On  the  other  hand,  taxes  and  subsidies  are  usually 
instituted  in  connection  with  individual  commodities, 
while  multiple  exchange  rates  and  import  surcharges 
are  usually  applied  to  broad  categories  and/or  to  prin¬ 
cipal  trade  commodities.  Another  important  difference 
betw’een  these  two  systems  is  that  taxes  and  subsidies 
are  normally  applied  to  commodity  trade  only,'*  while 
multiple  exchange  rates  can  be  applied  also  to  invisible 
items,  e.g.  to  expenditures  of  tourists  abroad. 

5.  The  simplest  form  of  such  a  system  is  a  wide  spread  between  the 
buying  and  selling  rates  (i.e.  a  spread  of  more  than  the  normal 
margin  sufficient  to  induce  bankers  and  dealers  to  provide  a  ready 
market  for  exchange)  achieved  by  imposition  of  an  exchange  tax, 
as  was  done  in  the  Philippines  during  1951-1955.  Another  simple 
form  is  to  have  two  rates,  one  official  rate  and  one  fluctuating 
market  rate  for  specified  groups  of  transactions  on  receipt  and/or 
payments  sides.  In  a  somewhat  more  complex  version,  these  two 
rates  may  be  applied  in  combination  in  different  proportions  for 
different  transactions,  as  in  the  cases  of  rubber  and  tin  exports  of 
Thailand  during  1947-55. 

6.  Multiple  exchange  practice  is  considered,  under  the  agreement  of 
the  International  Monetary  Fund,  as  a  restrictive  measure  (See 
nnpra,  p.  54,  footnote  3). 

7.  An  exception  is  provided  where  a  tax  (or  subsidy)  is  applied  to 
sales  (or  purchases)  of  foreign  exchange  by  t)>e  central  bank,  and 
thus  also  affects  the  invisible  items;  however,  such  tax  may  better 
be  regarded  as  a  multiple  exchange  rate  practice. 


The  effect  of  multiple  exchange  rates  on  the  balance 
of  payments,  like  the  effect  of  taxes  and  subsidies,  depends 
chiefly  on  the  price-elasticities  of  demand  for  imports 
and  exports.  Favourable  exchange  rates  may  be  applied 
for  certain  exports  as  a  disguised  form  of  subsidy.  In 
fact,  however,  in  countries  of  the  region  where  multiple 
exchange  rates  were  or  are  still  applied,  such  rates  have 
usually  been  unfavourable  to  export  industries  and 
therefore  resemble  export  taxes.  However,  when  a 
seller’s  market  prevails  and  the  country  exports  a 
substantial  part  of  the  total  world  export  of  the  com¬ 
modity  in  question,  the  application  of  a  penalty  exchange 
rate  or  high  export  duty  is  not  likely  to  reduce  sub¬ 
stantially  the  volume  of  commodity  export.^  Imports 
are  much  more  diversified  than  exports  in  most  countries 
of  the  region,  and  in  those  countries  where  multiple 
exchange  rates  are  applied  on  the  import  side,  their  net 
effect  on  the  payments  for  imports  is  difficult  to 
determine. 

Multiple  exchange  rates,  like  taxes  and  subsidies, 
affect  the  balance  of  payments  through  the  income 
mechanism  as  well.  The  exchange  tax  in  the  Philippines, 
the  exchange  profits  of  Thailand  (resulting  from  purchase 
of  the  bulk  of  foreign  exchange  at  the  official  rate  and 
sale  of  the  bulk  of  foreign  exchange  at  the  market  rate! 
and  the  exchange  certificates  and  import  surcharges  of 
Indonesia  all  had  the  same  effect  of  siphoning  off,  in 
the  first  instance,  a  sizeable  amount  of  private  income 
into  the  hands  of  the  government,  and  thus — separating 
this  aspect  from  the  question  of  the  subsequent  use  made 
by  the  government  itself  of  the  revenues  so  gained — 
reduced  private  demand  for  imports  as  well  as  for 
domestic  goods.  This  income  effect  can  be  important 
in  holding  back  inflation  during  an  export  boom. 

Exchange  and  import  controls 

A  low’  level  of  international  reserves,  coupled  with 
a  large  decrease  in  export  earnings  on  account  of  a 
decline  in  foreign  demand  and/or  a  large  increase  of 
demand  for  imports,  has  led  many  countries  of  the 
region  to  impose  direct  control  on  their  payments  to 
other  countries.  Such  control,  usually  exercised  by  the 
central  bank,  requires  that  all  sales  of  foreign  exchange 
by  residents  be  made  to,  and  all  purchases  from,  the 
central  bank.  Usually  the  supply  of  foreign  exchange 
by  the  central  bank  is  limited  by  the  availability  of 
current  exchange  receipts,  particularly  export  earnings. 
Such  quantitative  restriction  is  favoured  by  governments, 
when  faced  with  an  urgent  need  to  protect  rapidly 
declining  reserves,  because  of  its  ability  to  achieve  quick 

1.  This  probably  was  true  of  rice  export  from  Thailand  during  1947-62 
and  of  rubber  and  tin  export  from  Malaya  and  Indonesia  during 
1950-62. 


results.  Increases  in  import  duties  and  the  use  of 
multiple  exchange  rates  can  reduce  the  demand  for 
foreign  exchange,  but  the  monetary  authorities  are  usually 
uncertain  about  their  effects  and  the  time  required  for 
these  effects  to  work  out. 

The  application  of  exchange  control  is  usually 
followed  by  the  use  of  import  control,  although  in  some 
cases  the  latter  has  been  applied  simultaneously  with,  or 
prior  to,  the  former.  When  the  scarce  supply  of  foreign 
exchange  cannot  meet  the  demand,  it  is  only  natural  that 
various  imports  must  be  restricted,  usually  through  an 
import  licensing  system,  either  by  an  independent  govern¬ 
ment  agency  or  (as  in  the  Philippines)  by  the  exchange 
control  authority  itself.  In  order  to  make  exchange  and 
import  control  efficient,  however,  it  is  also  important  to 
prevent  over-valuation  of  import  invoices,  under-valuation 
of  export  invoices  and  the  transfer  of  foreign  exchange 
from  resident  accounts  to  non-resident  accounts.  These 
objectives  are,  admittedly,  difficult  to  achieve  fully. 

Quantitative  restrictions  on  imports  are  primarily  a 
device  for  conserving  foreign  exchange,  and  they  have 
been  systematically  used  by  several  countries  of  the 
region,  including  India  and  Pakistan,  for  promoting  and 
protecting  a  process  of  economic  development.^  Unlike 
import  duties  and  penalty  import  exchange  rates,  they 
do  not  directly  yield  revenue  to  the  government.  The 
increased  profit  in  import  trading  (resulting  from  the 
rise  in  import  prices  in  local  currency  brought  about  by 
quantitative  restriction  of  imports)  is  likely  to  be 
captured  by  the  importers  if  (1)  they  have  a  monopoly 
of  the  trade  and  (2)  the  exporters  in  other  countries 
are  unorganized.  This  appears  to  be  largely  the  case  in 
several  countries  of  the  region  where  the  big  importers 
are  foreign  firms  and  well  organized  damong  themselves. 
On  the  other  hand,  if  the  exporters  are  effectively 
organized  and  importers  not,  the  former  are  likely  to 
be  able  to  raise  the  price,  capture  the  extra  profit  and 
swing  the  terms  of  trade  against  the  controlling  country. 
Such  extra  profit  arising  from  import  control  may  also 
create  opportunities  for  corruption. 

In  case  the  government  wants  to  keep  the  cost  of 
living  from  rising  above  the  pre-control  level,  a  system 
of  price  control  is  usually  needed.  Moreover,  in  order 
to  make  import  control  effective,  a  control  over  bank 
credits  for  financing  imports  is  also  sometimes  necessary. 

2.  Article  XVIII  of  the  revised  GATT  recognizes  that  countries  in  the 
early  stages  of  economic  development  should  enjoy  additional  facili¬ 
ties  to  enable  them  “to  apply  quantitative  restrictions  in  a  manner 
which  takes  full  account  of  the  continued  high  level  of  demand  for 
imports  likely  to  be  generated  by  their  programmes  of  economic 
development.”  It  also  recognizes  that  “if  a  contracting  party  com¬ 
ing  within  the  scope  of  paragraph  4(a)  of  this  Article  finds  that 
governmental  assistance  is  required  to  promote  the  establishment  of 
a  particular  industry  with  a  view  to  raising  the  general  standard 
of  living  of  its  people,  but  that  no  measure  consistent  with  the 
other  provisions  of  this  Agreement  is  practicable  to  achieve  that 
objective,  it  may  have  recourse  to  the  provisions  and  procedures” 
on  quantitative  import  restrictions  set  out  in  Section  C. 


The  government  can,  however,  siphon  off  at  least  a 
part  of  extra  import  profits  and  make  exchange  and 
import  control  more  efficient  by  imposing  an  excise  tax 
on  imported  goods,  or  by  taxing  the  purchase  of  import 
exchange  or  establishing  multiple  import  rates,  or  by 
auctioning  the  import  licences.*  In  several  countries  of 
the  region  (e.g.  the  Philippines,  Indonesia  and  Thailand), 
such  tax  and  tax-like  measures  have  been  used  in 
combination  with  quantitative  restrictions.  The  auction 
system  has,  however,  not  been  used  in  countries  of  the 
region  with  the  exception  of  south  Korea,  probably  for 
fear  that  foreign  firms  with  ample  capital  would  over-bid 
national  traders. 

The  allocation  of  foreign  exchange  insufficient  to 
meet  total  import  demand  leads  usually  to  differential 
treatment  among  different  categories  of  imports,  i.e. 
treatment  favourable  to  producer  goods  and  essential 
consumption  goods,  and  unfavourable  to  semi-luxuries 
and  luxuries.  It  is  often  thought  that  such  discrimina¬ 
tory  restrictions  not  only  conserve  foreign  exchange  but 
also  contribute  correspondingly  to  large  capital  formation 
and  a  stable  cost  of  living.  However,  the  indirect  effects 
on  domestic  production  should  not  be  neglected.  The 
restriction  of  non-essential  consumption  imports  tends  to 
raise  local  prices  of  non-essential  consumption  goods  and 
therefore  stimulate  their  domestic  production.  This  in 
turn  tends  to  distort  the  planned  investment  pattern  and. 
to  the  extent  that  consumption  goods  industries  expand 
at  the  expense  of  capital  formation,  the  favourable  effects 
of  large  imports  of  capital  goods  on  capital  formation 
are  partly  nullified.^  For  these  reasons,  tax  measures 
and  even  direct  control  over  prices  and  direction  of 
investment  and  production  may  have  to  be  applied  in 
projier  combination  with  quantitative  import  control. 

As  the  low  level  of  foreign  exchange  reserves  has 
forced  many  countries  of  the  region  to  supply  foreign 
exchange  only  according  to  current  availability  or 
receipts,  fluctuations  of  export  earnings  have  usually  been 
followed,  although  with  a  time-lag,  by  fluctuations  in 
imports  and  associated  changes  in  import  control.  This 
has  been  true  especially  in  primary-exporting  countries. 
It  is  understandable  that,  whenever  there  is  an  improve¬ 
ment  in  export  earnings,  governments  are  tempted  to 
relax  import  control  to  alleviate  inflationary  pressure. 
However,  if  a  government  in  this  position  can  refrain 
for  a  while  from  such  relaxation  of  import  control  and 
can  instead  adopt  certain  fiscal  measures  to  limit  or 
reduce  the  inflation  of  money  income,  the  foreign 
exchange  thus  accumulated  can  be  used  during  a  sub- 

1.  See  Robert  Triffin,  "National  Central  Banking  and  the  Interna¬ 
tional  Elconomy”,  Postwar  Studies  No.  7,  Board  of  Governors  of  the 
Federal  Reserve  System,  Washinjrton.  1947. 

2.  Jacob  Viner,  International  trade  and  economic  development,  1962, 
pp.  llO-lis,  Nurkse,  op.  cit.,  pp.  109-119. 


sequent  period  of  low  export  earnings,  and  import  control 
may  not  need  to  be  tightened  again.®  Access  to  the 
resources  of  the  International  Monetary  Fund  would,  of 
course,  tend  to  make  these  arrangements  less  necessary. 
Fluctuations  in  import  control  not  only  result  in  un¬ 
desirable  fluctuations  in  prices  but  obstruct  the  smooth 
functioning  of  production,  tending  to  cause  too-frequent 
shifts  of  resources  to  and  from  import-competing  indus¬ 
tries.  Forecasts  of  foreign  exchange  earnings  and 
expenditures  over  longer  periods  may  help  countries  to 
budget  foreign  exchange  more  satisfactorily  and  achieve 
a  more  stable  import  control  in  the  face  of  “cyclical” 
fluctuations. 

Devaluation^ 

The  necessity  to  apply  exchange  and  import  control 
may  in  principle  be  regarded  as  a  sign  of  over-valuation 
of  the  currency.  How'ever,  this  does  not  mean  that  a 
devaluation  of  the  currency  will  then  restore  balance-of- 
payments  equilibrium,  for  the  effects  of  exchange  rate 
variations  on  the  balance  of  payments  depend  chiefly  on 
the  price  elasticities  of  home  demand  for  imports  and 
of  foreign  demand  for  exports.  In  several  countries  of 
the  region  which  export  substantial  portions  of  world 
production  of  certain  primary  goods,  price  elasticities 
of  foreign  demand  may  be  low,  so  that  devaluation  will 
not  necessarily  contribute  much  to  an  increase  in 
exchange  earnings.  This  factor,  together  with  the  need 
to  keep  the  cost  of  imported  developmental  goods  low, 
makes  a  strong  argument  for  maintenance  of  an  over¬ 
valued  currency,  supported  by  import  control  and  other 
selective  tax  or  semi-tax  measures  on  the  import  side. 
However,  if  such  a  situation  continues  for  a  period  of 
years  and  if  development  is  accompanied  by  substantial 
inflation,  the  cost-price  structure — esjiecially  the  relation¬ 
ship  among  export  industries,  import-competing  indus¬ 
tries  and  industries  producing  entirely  for  the  domestic 
market — tends  to  be  seriously  distorted.  This  may  in 
turn  distort  the  planned  pattern  of  development  and 
require  devaluation  to  enable  necessary  price  adjustments 
to  be  carried  out.  Particularly  if  a  country  wants  to 
implement  an  export  diversification  programme,  an 
overvalued  currency  appears  to  be  an  obstacle.  Another 
way  of  encouraging  development  is  to  give  straight¬ 
forward  subsidies  to  selected  industries  but  maintain  a 
realistic  exchange  rate;  this  has  the  advantage  of 
selectivity  and  of  being  applied  under  government 
supervision. 

See  supra,  section  S  (b). 

4.  Under  the  agreement  of  the  International  Monetary  Fund,  any 
memtwr  country  which  intends  to  change  its  exchange  rate  must 
notify  the  Fund.  If  the  change  is  less  than  10  per  cent,  the  Fund 
shall  raise  no  objection.  If  the  change  is  more  than  10  i^r  cent, 
prior  approval  of  the  Fund  is  required,  the  criterion  being  that 
exchange  depreciation  is  appropriate  only  in  the  case  of  “funda¬ 
mental  disequilibrium”. 
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Devaluation  tends  to  raise,  in  terms  of  local  currency, 
export  income  and  import  prices.  It  is  therefore 
desirable  that,  if  the  currency  is  devalued,  anti-inflation¬ 
ary  measures,  especially  in  the  monetary  and  fiscal  fields, 
be  applied  simultaneously. 

State  trading;  bilateral  agreements 

In  a  centrally  planned  economy,  where  the  private 
sector  is  small  and  shrinking,  the  State  can  in  principle 
estimate  quite  well  the  country’s  import  requirements  and 
export  availabilities  on  the  basis  of  its  development  plan. 
The  State  practically  monopolizes  the  import  and  export 
trade,  conducting  it  mostly  on  a  bilateral  basis,  and  can 
control  directly  the  quantity  and  value  of  imports  and 
exports  and  the  balance  of  payments.  The  influence  of 
the  exchange  rate  on  the  balance  of  payments  is  therefore 
weakened. 

In  many  countries  of  the  region.  State  trading  is 
practised  on  a  more  limited  scale.  In  Burma,  the  rice 
export  trade  is  monopolized  by  the  government  and  the 
purchase  of  producer  goods  for  government  development 
projects  is  centralized  in  one  government  agency.  In 
the  former  case,  the  government  appears  to  be  able  to 
influence  somewhat  the  price  and  quantity  of  rice  exports 
and  has  obtained  profits  in  the  nature  of  a  tax  from 
its  monopoly.^  In  the  case  of  the  producer  goods, 
however,  the  government  is  not  intending  to  influence 
the  total  import  trade,  but  is  interested  rather  in 
administrative  convenience.  Governments  of  the  coun¬ 
tries  of  the  region  also  purchase  directly  abroad, 
however,  they  do  not  generally  monopolize  but  compete 
more  or  less  with  private  traders,  e.g.  the  Government 
Purchasing  Bureau  of  Thailand. 

The  inconvertibility  of  many  currencies  and  a  low 
level  of  international  reserves,  coupled  with  difficulties 
in  marketing  several  primary  commodities  abroad,  have 
led  many  countries  of  the  region  to  resort  to  bilateral 
agreements  in  trade  and  payments.  For  instance,  after 
the  abatement  of  the  Korean  war  boom,  Pakistan  had 
to  engage  in  bilateral  agreements  with  Japan  to  exchange 
cotton  manufactured  goods  for  its  raw  cotton,  and  in 
Burma  the  recent  decline  in  the  world  rice  market  has 
led  the  Burmese  Government  to  engage  in  bilateral  trade 
agreements  with  the  USSR  and  several  eastern  European 
countries  for  obtaining  capital  and  other  manufactured 
goods  in  exchange  for  its  rice.  Such  bilateral  trade 
arrangements,  aiming  at  approximate  bilateral  balancing 
(generally  with  provisions  for  small  credit  margins),  are 
rather  rigid;  they  usually  prevent  the  countries  concerned 
from  obtaining  the  advantage  of  purchasing  in  the 

1  The  State  Agricultural  Harketini;  Board  (SAMB);  see  section  3 
(b). 


cheapest  market  and  of  selecting  the  right  kinds  of 
commodities.  However,  since  the  current  necessity  for 
bilateral  arrangements  for  many  countries  of  the  region 
(Japan  excepted)  arises  chiefly  from  the  instability  of 
demand  for  and  prices  of  primary  commodities,  it  seems 
doubtful  whether  progress  towards  convertibility  of 
currencies  will  altogether  eliminate  the  need  for  bilateral 
arrangements.  High  levels  of  economic  and  industrial 
activity  in  the  advanced  countries  and  consequently  high 
levels  of  import  demand  from  them  tend  to  sustain  the 
markets  of  most  primary  commodities  and  therefore 
reduce  the  need  of  bilateral  agreements.  Recent  ex¬ 
perience  has  shown,  however,  that  the  markets  of 
individual  primary  commodities  can  still  be  subject  to 
wide  fluctuations,  even  though  high  levels  of  activity  are 
maintained  in  the  industrially  advanced  countries. 


Foreign  private  capital 

A  developing  country  can  achieve  a  higher  rate  of 
growth  and  need  impose  less  strain  on  its  domestic 
economy  if  more  external  finance  is  available.  External 
finance  may  come  from  foreign  private  investors  in  the 
form  of  direct  and  portfolio  investments  (the  latter 
including  bonds  as  well  as  capital  stock)  and  from  public 
sources  (foreign  governments  and  international  agencies) 
in  the  form  of  loans  and  grants.  In  this  section,  dealing 
with  “indirect  means”,  only  certain  recent  developments 
affecting  private  foreign  investment  will  be  discussed.^ 

In  the  past,  private  foreign  investment  in  under¬ 
developed  tropical  countries  went  chiefly  to  the  export 
industries  producing  food  items  or  primary  goods  that 
could  serve  as  raw  materials  for  manufacturing  industries 
in  the  industrial  countries.  Even  such  investment  did 
not  in  general  grow  as  fast  as  private  investment  in 
manufacturing  industries  in  industrial  countries.  Private 
foreign  investment  in  manufacturing  industries  in  under¬ 
developed  countries  was  limited  by  the  limited  size  of 
domestic  markets,  and  by  the  mainly  domestic  motivation 
of  geographically  “foreign”  investment.® 


2.  Some  types  of  foreign  investment  affecting  the  private  sector  are 
here  disregarded.  Just  as  private  foreign  capital  may  be  lent  to 
governments  (e.g.  the  bond  issues  of  many  governments  which 
were  floated  in  the  financial  markets  of  the  West  shortly  after  the 
first  world  war),  public  foreign  loans  or  financial  grants  may, 
by  inter-governmental  pre-arrangement,  be  lent  to  private  business 
enterprises.  The  $200  million  International  Finance  Corporation, 
which  was  formed  in  1965  and  went  into  operation  in  July  1966, 
provides  the  best-known  example.  Moreover,  it  is  often  the  case 
that,  while  foreign  governments  or  other  public  organizations  pre- 
fer  to  lend  in  large  amounts,  private  business  men  in  under¬ 
developed  countries  require  individually  only  small  loans.  The  lend¬ 
ing  partner  would  not  like  to  bother  with  details  of  administering 
small  loans,  and  the  small  private  business  men  might  in  any  case 
not  have  negotiating  ability.  To  solve  these  problems,  an  inter¬ 
mediate  organization  may  be  found  useful,  which  can  on  the  one 
hand  be  trusted  by  the  lending  partner  with  a  larger  “package” 
loan,  and  on  the  other  hand  determine  the  use  of  such  loans  in 
small  amounts.  This  is  one  of  the  practices  followed  by  the  Philip¬ 
pine  Government  and  the  United  States  International  Co-operation 
Administration;  the  intermediate  organization  in  question,  the  In¬ 
dustrial  Development  Centre,  is  a  national  organization  attached  to 
the  National  Economic  Council.  (See  Economic  Survey  of  Asia 
and  the  Far  Eaet,  1955,  p.  xv). 

3.  H.W.  Singer,  “The  distribution  of  gains  between  investing  and  bor¬ 
rowing  countries”,  American  Economic  Review,  May  1950;  Nurkse, 
op.  cit.,  chapter  IV. 
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The  flow  of  private  foreign  capital  to  countries  of 
the  region  was  exceedingly  low  during  the  early  post-war 
years,  owing  chiefly  to  changes  in  the  political  situation 
and  uncertainty  regarding  the  economic  policies  of  some 
newly  independent  countries  on  the  one  hand,  and  to 
the  need  for  economic  rehabilitation,  the  cautious  attitude 
of  private  investors  and  the  other  opportunities  open 
to  private  investors  in  the  capital-exporting  countries  on 
the  other.  Several  creditor  countries  in  Europe  became 
debtor  countries  after  the  war  and  were  not  in  a  position 
to  supply  a  substantial  amount  of  capital  to  under¬ 
developed  countries.  Capital  from  some  countries  in 
Europe  was  even  repatriated  from  several  newly  inde¬ 
pendent  countries  of  the  region. 

In  their  concern  for  political  independence,  and 
for  expansion  of  economic  activities  of  the  State,  some 
countries  of  the  region,  e.g.,  Burma,  have  followed  a 
policy  of  nationalization  of  certain  industries  and  of 
strict  control  over  foreign  investment.  Such  control  has 
sometimes  been  tightened  further  as  a  result  of  the  need 
to  safeguard  the  balance  of  payments.  Howevr,  there 
has  been  a  growing  realization  of  the  need  to  encourage 
private  foreign  investment,  and  laws  and  regulations  have 
been  revised  or  reformulated  accordingly.  The  recent 
changes  of  such  laws  and  regulations  may  be  summarized 
as  follows:^ 

In  many  countries  of  the  region,  governments  have 
clarified  their  policies  toward  nationalization  of  private 
industries.  Government  guarantees  against  nationaliza¬ 
tion  of  foreign  enterprises  and/or  private  enterprises 
with  foreign  capital  participation  within  a  certain  time 
have  been  established,  either  by  special  legislation  or 
by  a  policy  statement,  in  Burma,  Cambodia,  Republic 
of  China,  Indonesia,  South  Korea  and  Thailand.  In  the 
event  of  nationalization  or  expropriation,  the  payment  of 
fair  and  equitable  compensation  has  been  assured  by  the 
Governments  of  Ceylon  and  Pakistan,  and  also  by  the 
Governments  of  Burma,  the  Republic  of  China  and 
Indonesia  after  the  above-mentioned  protected  period. 

In  most  countries  of  the  region,  prior  authorization 
is  required  for  importing  foreign  capital  and  for  carrying 
on  a  foreign  business  enterprise,  in  order  to  check  as 
to  the  economic  usefulness  of  such  investments  and  their 
conformity  with  exchange  control  regulations.  Some 
governments  publish  lists  of  industrial  fields  where 
foreign  investment  is  welcomed. 

Exchange  control  is  one  of  the  hindrances  to  the 
flow  of  private  foreign  capital.  In  countries  of  the 
region,  exchange  control  regulations  on  transfer  of 

1.  See  United  Nations,  Foreign  investment  laws  and  regulations  in 
countries  of  Asia  and  the  Far  East,  prepared  by  the  Secretariat  of 
ECAFE,  1961,  and  the  revised  version  now  under  preparation. 


income  and  repatriation  of  capital  generally  exist,  taking 
various  forms.  In  Japan,  remittance  of  dividends  and 
other  income  from  investments  approved  by  the  govern¬ 
ment  under  the  provisions  of  the  Foreign  Investment 
Law  is  guaranteed  without  limitations,^  but  in  most  other 
countries  it  is  allowed  only  up  to  a  certain  percentage 
of  the  invested  capital.  There  are  no  legal  limitations 
on  repatriation  of  capital  from  certain  countries  including 
Afghanistan,  Laos,  Nepal  and  the  Republic  of  Viet-Nam, 
but  in  many  other  countries  repatriation  of  capital  is 
allowed  only  after  a  certain  time  period  and  up  to  a 
certain  percentage  of  the  total  capital  per  year. 

In  some  countries  of  the  region,  agreements  to  afford 
relief  from  double  taxation  have  been  concluded  with 
foreign  countries;  e.g.  the  Japan-USA  conventions  of 
April  1954,  and  comprehensive  agreements  between 
Burma,  Ceylon,  Federation  of  Malaya,  Singapore,  North 
Borneo  and  Pakistan  respectively  and  the  United 
Kingdom.  In  the  Republic  of  China,  the  income  tax 
law  of  1955  provides  for  similar  relief  on  a  reciprocal 
basis  for  taxes  paid  pursuant  to  foreign  tax  law.  In 
India,  under  the  Finance  Act  of  1953,  the  government 
was  empowered  to  negotiate  double  taxation  relief 
agreements,  and  a  comprehensive  relief  agreement  has, 
since  1951,  been  under  negotiation  with  the  United 
Kingdom.  In  Japan  and  Singapore,  there  exist  agree¬ 
ments  with  other  countries  providing  tax  relief  on  a 
reciprocal  basis  on  income  from  shipping  or  air  transport 
business. 

In  spite  of  these  recent  generally  favourable  changes 
in  foreign  investment  laws  and  regulations  in  many 
countries  of  the  region,  the  prospects  of  the  flow  of 
private  foreign  capital  into  these  countries  still  appear 
to  be  uncertain.  For  the  present,  national  and  inter¬ 
national  public  loans,  financial  aid  on  a  grant  basis  and 
technical  assistance  apparently  play  a  much  more  im¬ 
portant  part  in  helping  economic  development  of  under¬ 
developed  countries  in  the  ECAFE  region  than  does 
private  foreign  investment. 

(d)  Direct  controls^ 

A  market  situation  that  offers  opportunities  for 
profit,  whether  it  arises  naturally  out  of  the  supply  and 
demand  balance  as  a  whole  or  whether  it  contains  an 
element  of  specific  inducement  offered  by  the  government, 
is  generally  effective  in  enlisting  the  active  participation 
of  private  entrepreneurs  in  economic  development  along 


2.  Also,  in  April  1966  Japan’s  Export  Insurance  Law  was  amended 
so  as  to  introduce  an  investment  guarantee  system  for  Japanese 
investments  abroad. 

3.  Direct  controls  are  here  distinguished  from  the  general  category  of 
direct  means  of  implementation  as  used  throughout  this  paper.  See 
section  1  (b),  above. 
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the  lines  of  the  national  plan.  In  the  interests  of 
maximizing  freedom  of  private  action  and  reducing 
administrative  difficulties  there  are  thus  real  advantages, 
when  it  comes  to  the  implementation  of  development 
in  the  private  sector,  in  using  as  far  as  possible  such 
means  as  have  predominated  in  the  discussion  in  the 
preceding  three  sections.  However,  circumstances  some¬ 
times  necessitate  the  use  of  direct  controls,  involving 
interference  with  the  market  and  price  mechanism,  over 
certain  areas  or  points  in  the  economy.  Some  of  these 
controls — e.g.  import  control,  certain  type  of  selective 
credit  control,  and  control  over  foreign  investment — 
have  already  been  referred  to  above  along  with  closely 
related  inducement  measures.  Others  will  be  discussed 
in  this  section. 

Usually,  direct  controls  are  required  when  there  is 
a  scarcity  or  emergency  which  cannot  be  met  quickly 
by  an  increase  in  supply  or  by  adjustments  elsewhere 
in  the  economy.  Thus  a  crop  failure  may  lead  to  the 
use  of  price  control  and  rationing  of  food  items.  A 
balance-of-payments  difficulty  may  make  it  necessary  to 
resort  to  import  control  as  a  stop-gap  measure.  In  the 
second  place,  direct  controls  may  be  used  to  achieve  a 
certain  goal  which  would  not  be  achieved  if  reliance 
were  placed  entirely  on  profit  motivation;  the  need  to 
control  or  eliminate  certain  types  of  “uneconomic” 
investment,  or  a  government’s  desire  to  keep  exports  of 
a  certain  commodity  up  to  a  certain  level,  may  be  cited 
as  examples. 

Controls  are  usually  applied  only  in  those  sectors 
of  the  economy  and  to  those  economic  factors  which  are 
of  strategic  importance  to  the  success  of  the  development 
programme.  What  is  “strategic”  may  vary  from  country 
to  country,  but  developing  economies  usually  experience 
shortages  not  only  in  investible  funds  for  needed  types 
of  investment  in  general  but  also  in  scarce  materials, 
skilled  manpower,  foreign  exchange  and  (sometimes) 
food  supply.  Hence  governments  will  frequently  con¬ 
centrate  their  controls  in  these  spheres.  The  usual 
instruments  of  direct  control  over  strategic  resources  and 
the  flow  of  strategic  goods  are  licences,  quotas,  and 
authorization,  all  of  which  may  also  involve  the  granting 
of  priorities. 

Control  over  investment 

Monetary  and  fiscal  measures  are  sometimes  not 
strong  enough  to  secure  a  pattern  of  private  investment 
which  is  desirable  in  terms  of  national  objectives  and 
the  national  plan,  and  thus  direct  controls  may  be  needed. 
Private  investible  funds  flowing  through  corporate 
organizations  may  be  controlled  at  the  stage  of  the 


issuance  of  capital  stock  and  other  securities.  Thus  in 
India,  the  Department  of  Economic  Affairs  of  the 
Ministry  of  Finance  is  in  charge  of  the  examination  of 
capital  issues,  to  see  that  the  new  capital  is  used  in 
productive  fields,  is  soundly  financed  and  does  not  give 
rise  to  excessive  demands  upon  foreign  exchange  for 
the  establishment  and  operation  of  the  company  con¬ 
cerned.  Similar  control  is  exercised  in  Pakistan. 

In  order  to  prevent  investment  in  luxury  and  less 
essential  buildings,  especially  in  the  residential  field, 
many  developing  countries  control  investment  in  building 
construction  through  licences  and  authorization,  which 
may  be  granted  on  a  priority  basis.  For  instance,  several 
countries,  notably  Israel,  the  Philippines  and  Puerto  Rico, 
have  at  one  time  or  another  granted  building  permits 
exclusively  for  industrial  structures  and  workers’  housing 
projects. 

As  regards  private  foreign  investment  (whether 
portfolio  or  direct  investment),  most  countries  of  the 
region  examine  applications  as  to  conformity  with  the 
general  economic  development  policy  and  with  exchange 
control  regulations  before  granting  the  required  authori¬ 
zations.* 

Control  over  production 

Agricultural  and  industrial  production  are  often  un¬ 
favourably  affected  by  scarcity  of  certain  strategic 
materials.  The  basic  solution  is,  of  course,  to  increase 
the  production  and  supply  of  such  materials.  However, 
if  it  takes  time  for  domestic  production  of  such  materials 
to  expand  and  catch  up  with  increasing  demand  and 
if  the  availability  of  foreign  exchange  is  insufficient  to 
finance  larger  imports  of  such  materials  (or  world 
supplies  are  short),  immediate  or  interim  devices  for 
the  economical  use  of  these  scarce  materials  have  to  be 
applied.  A  good  “resource  budget”  or  “commodity 
budget”  can  be  expected  to  help  the  planning  authority 
to  achieve  a  better  inter-industrial  co-ordination  and 
anticipate  points  where  shortages  will  arise.^  However, 
to  avoid  this  type  of  shortage  altogether  is  probably 
impossible  in  a  developing  economy,  as  the  implementa¬ 
tion  of  various  projects  in  the  programme  tends,  in  any 
case,  to  be  uneven.  When  shortages  do  appear,  controls 
over  scarce  materials  can  promote  the  progress  of 
desirable  lines  of  production  by  helping  to  allocate 
limited  resources  among  competing  uses  in  such  a  way 
that  these  resources  serve  established  objectives  of 
development  to  the  greatest  possible  extent. 

1.  See  section  3  (c). 

2.  See  “Report  of  the  Working  Party”  and  “Problems  and  Techniques 
of  Economic  Development  Planning  and  Programming”,  in  docu¬ 
ment  E/CN.11/412,  op.  cit.,  pp.  8-ft,  47-49;  cf.  also  mipra,  p.  27. 
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In  agricultural  production,  controls,  exercised  in 
accordance  with  certain  priorities,  over  the  distribution 
of  investment  goods  (fertilizers,  seeds,  vaccines,  insecti¬ 
cides,  etc.)  and  of  water  from  public  irrigation  projects, 
can  be  used  to  influence  the  crop  pattern.  In  Taiwan, 
China,  for  example,  the  government’s  monopoly  in  the 
distribution  of  fertilizers  and  its  control  over  the  use 
of  irrigation  water  have  helped  to  influence  the  proportion 
of  different  crops  planted.  Another  and  more  direct 
way  of  regulating  the  crop  pattern  is  by  administrative 
control  over  acreage  under  cultivation.  Pakistan,  facing 
a  declining  foreign  market,  has  used  this  method  to 
reduce  the  acreage  planted  to  jute.  Experience  in  various 
parts  of  the  world  has  shown,  however,  that  the  imple- 
mention  of  this  method  is  likely  to  prove  difficult. 

To  industries  which  the  government  intends  to  foster, 
scarce  materials  can  be  supplied  on  a  priority  basis.  In 
practice  this  may  mean  that  the  manufacturer  is  given 
a  blank  authorization  to  purchase  all  the  materials  he 
needs,  if  his  industry  is  in  the  priority  class.  All  other 
industries  using  the  same  raw  material  are  then  served 
only  after  the  priority  demand  has  Irecn  satisfied.^  They, 
in  turn,  may  be  classified  into  various  lower  priority 
classes  or  may  receive  their  share  according  to  a  quota 
system,  based  on  criteria  relating,  usually,  to  volume  or 
value  of  production,  numbers  employed,  etc.  Priority 
allocations  are  often  used  for  building  materials — cement, 
bricks,  steel,  timber — and  in  other  cases  where  the  supply 
is  easily  controllable. 

A  differential  allocation  of  raw  materials  among 
enterprises  within  an  industry  has  been  used  for  pro¬ 
moting  productivity,  among  other  purposes.  In  Israel, 
for  instance,  the  so-called  “tender-system”  was  introduced 
in  1952  for  the  allocation  of  most  imported  raw  materials. 
The  largest  allocation  quota  is  given  to  the  manufacturer 
who  offers  to  market  the  commodity  manufactured  with 
such  materials  at  the  lowest  price.  Thus,  larger  profits 
are  linked  to  increases  in  efficiency.^ 

Where  a  raw  material  is  partly  produced  for  export, 
a  general  alolcation  between  domestic  and  foreign  markets 
will  have  to  be  made  first,  dejjending  on  what  is 
considered  more  important  at  a  given  time:  foreign 
exchange  earnings  or  domestic  production.  If  a  decision 
is  made  putting  special  emphasis  on  domestic  production, 
and  if  the  export  price  is  higher  than  the  domestic  price 
for  the  material  in  question,  quantitative  export  controls 
may  be  necessary  to  insure  domestic  industry  its  allocated 


1.  The  extreme  case  occurs  when  the  use  of  the  material  is  limited  to 
essential  industries  <nily.  This  may,  for  instance,  happen  tempor¬ 
arily  durinir  a  balance-of-payments  crisis  if  the  material  is  entirely 
imported. 

2.  Mordechai  E.  Kreinin,  “Controlled  Inflation  in  Israel,  1949-64”,  The 
Joitmal  of  Political  Eronomy,  April  1956. 


share.  If  the  promotion  of  exports  is  desired,  exporters 
will  be  given  either  a  general  or  a  quantitative  priority 
in  the  allocation  of  the  raw  material. 

In  cases  of  particular  stringency,  the  use  of  indi¬ 
genous  scarce  materials  may  be  regulated  by  means  of 
quantitative  inventory  or  anti-hoarding  controls  limiting 
the  quantities  of  the  material  to  be  held  in  inventory 
by  essential  and  non-essential  industries — controls  which 
are  relatively  easy  to  enforce  with  respect  to  building 
materials,  chemicals  and  iron  and  steel  products.  The 
industries  involved  may  also  be  required  to  use  certain 
amounts  of  substitute  materials  wherever  possible. 

Where  industrial  raw  materials  are  nearly  all 
imported  (as  in  Burma,  for  instance)  and  supplies  to 
be  made  available  to  domestic  users  depend  chiefly  on 
the  foreign  exchange  budget,  controls  over  raw  materials 
and  foreign  exchange  are  merged.  In  this  case,  the 
granting  of  a  special  import  licence,  its  amount  and 
timing  and  the  corresponding  allocation  of  foreign 
exchange  are  correlated  with  the  desired  direction  of 
industrial  development  at  the  given  time,  or  with  desired 
changes  in  the  volume  of  domestic  consumption.* 

In  democratic  countries,  direct  controls  restricting 
the  movement  of  skilled  manpower  are  seldom  used 
except  in  national  emergencies.  Recently,  Israel  intro¬ 
duced  a  system  of  authorizations  to  move  skilled  man¬ 
power  from  one  essential  industry  to  another;  usually, 
however,  government  action  consists  in  assisting  the 
increase  in  the  supply  of  skilled  workers  by  various 
means,  or  in  offering  special  inducements  for  work  in 
essential  industries  suffering  from  labour  shortages. 

Control  over  consumption 

During  the  course  of  economic  development,  with 
a  high  level  of  capital  formation,  control  over  prices 
of  essential  consumers  goods,  especially  food  items,  is 
sometimes  necessary.  Such  control  is  exercised  by 
countries  of  the  region  when  these  commodities  are  in 
shortage  and  prices  run  high,  since  otherwise  the  poor 
would  suffer  great  hardship.*  Where  such  price  control 
leaves  demand  in  excess  of  supply,  it  is  usually  coupled 
w'ith  quantitative  controls  (rationing).*  In  mainland 

3.  See  section  3  (c)  on  import  and  exchange  control.  Another  kind 
of  quantitative  import  restriction  requires  importers  of  goods  com¬ 
peting  with  those  which  a  new  industry  produces  to  purchase  cer¬ 
tain  quantities  of  the  domestic  product.  Ceylon  has  used  this 
method  in  several  instances  to  promote  the  establishment  of  parti¬ 
cular  industries  and,  recently,  to  assist  its  new  ceramic  industry. 
Thus,  Ceylonese  importers  of  china  and  porcelain  must  now 
purchase  a  determined  quantity  of  the  output  of  a  new  factory 
manufacturing  these  products.  (See  International  Trade,  1955, 
GATT,  1966,  p.  192). 

4.  In  the  case  of  non-essential  goods,  the  high  price  will  encourage 
consumers  to  economise  on  their  use  without  difficulty. 

5.  Rationing  can  take  various  forms:  each  person  may  be  given  a 
weekly  or  monthly  quota  of  a  commodity  (say,  flour)  or,  if  there 
are  several  rationed  commodities,  each  person  may  be  given  a 
quota  of  points  to  be  allocated  among  these  commodities  according 
to  his  choice. 


China,  foodgrains,  edible  oils,  sugar  and  cotton  cloth 
have  been  rationed  in  cities,*  and  other  instances  of 
rationing  have  been  found  in  recent  years  in,  for  example, 
Ceylon  and  India. 

Price  controls,  however,  have  an  important  effect  on 
supply  as  well.  When  a  price  is  fixed  below  the  market, 
the  supply  will  usually  tend  to  be  curtailed,^  and  the 
government  will  then  have  to  accompany  price  controls 
with  offsetting  measures  to  induce  or  promote  expansion 
if  it  wants  output  to  remain  as  large  as  before,  or  w'ants 
it  to  increase.  Thus,  it  may  offer  subsidies  on  wheat 
production  if  the  price  of  bread  is  controlled,  or  remit 
or  exempt  import  tariffs  on  raw  materials  if  the  price 
of  the  manufactured  product  using  the  imported  materials 
is  being  held  down. 

There  is  also  another  problem  in  connexion  with 
price  controls,  deriving  from  the  fact  that  ordinarily 
they  are  applied  only  to  essentials,  the  prices  of  non- 
essential  goods  being  left  to  find  their  own  levels.  If, 
as  may  therefore  happen,  greater  profits  accrue  in  the 
production  of  non-essential  goods,  firms  will  tend  to 
shift  their  resources  tow'ards  non-essential  production 
and — unless  a  further  set  of  controls  is  imposed — the 
result  of  price  control  will  be  the  reverse  of  what  the 
government  intended:  the  supply  of  non-essentials  will 
be  increased,  while  the  gap  between  demand  and  supply 
of  essential  goods  will  be  further  widened. 

For  protecting  domestic  consumers  when  harvests 
fail,  export  controls  can  be  imposed  on  foodstuffs.  Thus, 
for  example,  exports  of  olive  oil  from  Jordan,  barley 
from  Syria  and  maize  from  Argentina  were  restricted  in 
1955  when  harvests  were  below  expectations.® 

(e)  Social  and  institutional  policies 

For  speeding  up  industrialization  and  economic 
development  in  general,  the  social  and  institutional  frame¬ 
work  is  as  important  as  the  strictly  economic  policies. 
The  key  point,  particularly  where  major  reliance  is  being 
placed  on  “indirect”  means  for  implementing  economic 
development,  is  the  necessity  of  securing  collaboration 
and  vigorous  participation  from  private  persons,  both 
individually  in  large  numbers  and  through  freely 
organized  groups  such  as  co-operatives  and  community 
development  organizations,  employers  groups,  trade 
unions,  social  organizations  etc.  This  is  partly  a  matter 
of  establishing  a  general  climate  of  law,  order  and  justice; 
in  part,  on  the  other  hand,  it  depends  on  specific  action 

1.  Economic  Survey  of  Asia  and  the  Far  East  1955,  p.  98. 

2.  This  is  not  necessarily  true  in  SKriculture;  sometimes  farmers  have 
responded  to  a  price  cut  for  their  product  by  increasing  the  supply 
in  order  to  try  to  obtain  as  much  income  as  before  on  the  basis  of 
larger  volume. 

3.  United  Nations,  World  Economic  Survey,  1955,  p.  185. 


to  give  adequate  opportunities  or  even  special  incentives 
for  the  performance  of  particular  functions  on  which 
economic  progress  depends — saving,  working,  entrepre¬ 
neurship,  production  of  food  and  raw  materials,  etc.^ 

Earlier  sections  have  dealt  with  certain  policies 
whereby  saving  and  entrepreneurship  can  be  encouraged. 

In  this  section,  attention  will  be  given  briefly  to  some 
of  the  economic  development  aspects  of  policies  relating 
to  population,  labour,  and  rural  institutions  including 
agrarian  reforms  and  self-help  measures. 

Population 

Although  the  demographic  data  needed  for  appraisal 
of  population  trends  are  still  far  from  adequate  in  many  I 
countries,  recognition  of  the  importance  of  the  population 
factor  in  helping  or  hindering  economic  development  is 
growing  rapidly.  Increased  population  will  ordinarily 
mean  increased  production,  and  it  helps  to  provide  the 
labour  force  for  industrialization,  but  whether  or  not  ! 
it  will  mean  increased  per  capita  income  and  consumption  I 
depends  on  the  given  situation.®  ! 

Where  population  density  is  already  high  (as  in  1 

China,  India,  parts  of  Indonesia,  Japan,  South  Korea,  < 

etc.),  the  relative  scarcity  of  land  and  capital  makes  it  • 

difficult  for  a  new  pair  of  hands  to  add  very  much  to  ^ 

the  national  output.  In  some  cases  the  new  hands  might 
be  unable  to  add,  with  the  existing  technology,  as  much  | 

as  the  new  mouth  must  consume.  Moreover,  where  ] 

population  is  growing  rapidly  (e.g.  in  Ceylon,  China:  j 

Taiwan,  and  Malaya),  there  is  need  for  much  new  capital 
formation  in  housing,  schools,  hospitals,  transport  systems  5 
etc. — generally  speaking,  the  economic  and  social  over¬ 
head  items — if  conditions  are  to  remain  even  constant  | 

and  not  deteriorate.  Progress  is  held  back  in  such  cases  - 

because  much  of  what  can  with  difficulty  be  saved  after  v 

meeting  essential  consumption  needs  has  to  be  used  just  ? 

to  prevent  retrogression.®  In  the  third  place,  where  [ 
(as  is  generally  the  case  in  under-developed  countries  in  ! 
Asia  and  other  parts  of  the  world)  the  age  composition 
of  the  population  is  such  that  a  low  proportion  is  in 
_  i 

4.  The  information  aKencies  of  governments  also  can  help,  especially  i 

in  making  p^ple  “industry-minded,"  although  it  is  essential  that  ij 

the  real  basis  for  confidence,  interest  and  initiative  be  already  : 

there.  Continuous  or  frequent  consultation  on  the  part  of  govern- 
ments  with  various  citizen  groups  is  likely  to  prove  of  importance  ' 

in  securing  strong  popular  support  for  development  plans,  and 
readiness  to  accept  the  sacrifices  they  often  require  from  all  con-  l 

cerned.  There  is  clearly  a  great  need  for  leaders  in  social  as  well  ■ 

as  economic  fields  to  emerge  in  various  strata  of  society,  reaching 
ultimately  to  villages  and  small  communities.  All  this  but  faintly 
suggests  the  extent  to  which  social  transformation  is  bound  to  be 
involved  along  with  economic  development.  = 

6.  The  subject  is  analyzed  extensively  in  The  Determinants  and  Con-  ^ 

sequences  of  Population  Trends  (United  Nations  publication.  Sales 
No.1963.XIIl. 3)  and  in  the  fin.sl  report  (document  E/CN.11/415) 
and  working  papers  of  the  Seminar  on  Population  in  Asia  and  the 
Far  East,  Bandung,  Indonesia,  21  November — 3  December  1955. 

6.  This  problem  may  also  be  accentuated  by  population  movements 
associated  with  urbanization.  See  "Ekionomic  Causes  and  Implica¬ 
tions  of  Urbanization  in  the  Recent  Experience  of  Countries  of 
Asia  and  the  Far  East,”  (E/CN.ll/URB/2,  28  June  1956),  P-  28iT. 


the  working  age  groups,^  the  labour  force  faces  greater 
handicaps  still  in  producing  enough  to  provide  a  margin 
or  surplus  for  economic  growth  after  satisfying  society’s 
minimum  needs  for  consumption  and  for  necessary  exten¬ 
sions  of  overhead  capital.  High  birth  rates,  of  course, 
play  a  part.  Also  the  young  are  fed  and  educated 
but  do  not  on  the  average  live  long  enough  to  repay, 
as  fully  or  with  as  much  net  surplus  as  in  countries 
with  a  longer  life  expectancy,  what  society  has  invested 
in  their  upbringing. 

I  The  population  growth  of  a  society  is  a  function 

of  the  fertility  and  mortality  within  it  and  the  migration 
into  and  out  of  it.  While  the  factor  of  mortality  is 
being  substantially  influenced  by  health  measures,  and 
while  migration  can  be  more  or  less  controlled,  the 
fertility  factor,  deeply  embedded  in  the  cultural  and 
religious  aspects  of  a  society,  does  not  yield  readily  to 
institutional  control.  Some  industrially  advanced  coun¬ 
tries  faced  with  declines  in  natural  increase  have  made 
efforts  by  deliberate  economic  policies  such  as  subsidies 
to  large  families  etc.  to  raise  the  birth  rate,  but  there 
I  is  very  little  experience,  outside  of  Japan,  in  applying 
!  national  policies  to  reduce  it. 

^  Society  may  in  some  cases  sanction  drastic  measures 

n  such  as  abortion,  or  such  practices  may  be  disapproved 
on  health  and  other  grounds.  Family  planning,  which 
requires  extensive  and  costly  educational  arrangements, 

1  has  been  initiated  in  some  countries  on  an  experimental 
I  scale,  but  the  effects  are  still  very  limited.^  Whether  the 
key  family  planning  measures,  such  as  the  spacing  of 
successive  pregnancies  and  the  limiting  of  the  size  of 
the  family,  necessarily  call  for  a  relatively  high  level 
1  of  education  and  much  persuasion  is  not  yet  clear.  A 

factor  which  may  hold  promise  in  limiting  the  increase 
'  of  population  in  Asian  countries — although  data  to  prove 

^  its  effects  are  not  available — is  the  delaying  of  marriages 

I  by  raising  the  legal  age  of  marriage  for  both  males  and 

4  females,  on  which  legislation  has  been  introduced  in  a 

number  of  Asian  countries. 

Aside  from  the  question  of  the  extent  to  which  an 
T  unduly  rapid  population  growth  may  itself  impede 

I  industrialization  by  limiting  the  savings  available  for 

I  investment  in  industry,  the  popular  belief  that  urbaniza- 

i  1.  For  example,  the  number  of  persons  of  “dependent”  ages  per  1000 

persons  of  working  ages  (IB  to  64)  is  approximately  90  in  the 
Philippines,  south  Korea  and  China:  Taiwan,  as  against  55  in  the 
United  States  and  51  in  Sweden.  (UN  Seminar  on  Population  in 
Asia  and  the  Far  East,  Working  Paper  B.16,  “Demographic  Aspects 
of  Manpower  in  the  Far  East.”) 

'  2.  However,  in  India,  for  example,  the  programme  of  family  plan¬ 

ning,  which  was  started  during  the  First  Five-Year  Plan  period, 
will  be  continued  on  a  substantially  increased  scale.  Nearly  Rs  40 
million  have  been  provided  for  this  programme.  It  is  expected 
that  about  300  urban  and  2,000  rural  clinics  will  be  set  up  during 
the  Second  Five-Year  Plan.  (Government  of  India,  Planning  Com¬ 
mission,  Second  Five-Year  Plan,  A  draft  Outline,  op.  eit.). 


tion  and  industrialization,  as  they  occur,  will  automa¬ 
tically  bring  the  same  check  in  the  rate  of  natural  increase 
in  the  developing  countries  of  Asia  as  formerly  in 
Western  Europe  and  other  industrialized  area  of  the 
world  has  not  had  time  to  be  either  proved  or  disproved. 

International  and  internal  (other  than  rural-urban) 
migration  appear  to  have  had  but  slight  and  localized 
effect  in  relation  to  economic  development  in  Asia.  In 
other  parts  of  the  world  substantial  benefits  have  fre¬ 
quently  been  gained,  over  periods  of  time  in  the  past, 
from  large-scale  migration.  How’ever,  in  contemporary 
Asia,  except  for  the  wholesale  transfer  of  refugees  in 
certain  areas,  migration  between  countries  since  the  end 
of  the  second  world  war  has  been  almost  non-existent. 
Internal  migration  or  transmigration,  an  important 
economic  objective  of  countries  such  as  Indonesia,  the 
Philippines,  Burma  and  Ceylon,  also  has  proceeded  until 
now  on  a  very  limited  scale,  except  in  mainland  China, 
and  there  is  no  evidence  that  redistribution  of  population 
for  agricultural  colonisation  in  Southeast  Asia  has  any¬ 
where  appreciably  lessened  population  pressure. 

Some  countries  in  the  region  such  as  Burma  and 
Thailand,  blessed  by  abundance  of  land  in  relation  to 
the  size  of  their  population,  may  shape  their  social  and 
institutional  policies  with  regard  to  population  without 
great  difficulty.  For  the  greater  number  of  countries 
with  increasing  pressure  of  people  on  limited  land 
resources,  there  is  a  higher  premium  on  the  consideration 
of  methods  of  controlling  the  growth  of  population — 
methods  which  would  be  both  effective  and  compatible 
with  the  dignity  of  man  and  the  high  objectives  of  life 
in  these  countries.  The  gravity  of  the  problem  should 
not  be  underestimated.  There  is  also,  of  course,  a 
very  high  premium  on  the  improvement  of  production 
techniques  and  organizational  methods  so  that  positive 
advantage  may  as  far  as  possible  be  gained  for  indus¬ 
trialization  and  economic  development  from  the  very 
fact  that  populations  are  large. 

Labour 

The  subject  of  labour  in  its  manpower  and 
employment  aspects,  i.e.  the  question  of  the  supply  and 
the  demand,  is  far  too  broad  to  be  dealt  with  directly 
in  this  paper,  although  certain  considerations  are 
mentioned  in  sections  l(al  and  2(b).  It  is,  of  course, 
clear  that  the  demand  for  labour  is  a  function  both  of 
the  level  of  economic  activity  and  of  the  technical 
relations  between  labour  and  the  other  factors  of 
production;  that  the  supply  of  labour  in  its  total  man¬ 
power  aspect  will  be  affected  not  only  by  the  age 
composition  of  the  population  but  also  by  social  and 
institutional  policies  relating  to  period  of  education. 
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eiiiplo)  nient  of  women,  age  of  retirement,  health  condi¬ 
tions,  etc.;  that  the  major  factors  governing  the  supply 
of  particular  types  of  skilled  labour  are  training  and 
experience;  that  the  labour  market  in  any  country  in 
which  industrialization  has  made  substantial  progress 
is  likely  to  be  much  improved  by  the  development  of 
an  efficient  system  of  employment  exchanges,  as  well  as 
by  any  economic  or  social  factors  that  work  in  the 
direction  of  greater  labour  mobility;  and  that,  from  the 
standpoint  of  programming,  manpower  statistics  are 
among  the  most  essential  types  of  data.  Beyond  such 
generalizations  it  is  not  possible  to  go  here. 

Something  may  be  briefly  said  about  wages  and 
labour  relations.^  These,  however,  are  matters  on  w'hich, 
because  of  the  preponderance  of  agriculture  and  limited 
extent  of  industrialization  in  Asia  today,  there  has  been 
comj)aratively  little  Asian  experience  thus  far.  State¬ 
ments  in  this  field  must  therefore  be  regarded  as  more 
than  usually  tentative. 

Questions  of  wages  and  wage  policy  are  important 
for  economic  development  from  several  points  of  view — 
welfare  and  justice,  incentives  for  industrialization, 
maximization  of  employment,  avoidance  of  inflation  and, 
in  some  circumstances,  the  growth  of  foreign  trade. 
Where  an  economic  development  programme  is  view'ed 
as  part  of  a  broad  movement  designed  to  promote  the 
welfare  of  the  masses  of  the  population,  the  level  of 
wage  rates  becomes  a  matter  of  concern  from  the  social 
standpoint,  along  with  the  adequacy  of  social  overhead 
capital  and  social  services  (housing,  public  health 
measures,  etc.).  A  few  Asian  countries,  including  the 
Philippines  and  India,  have  adopted  minimum  wage 
legislation  for  at  least  some  industries.-  Closely  related 
to  the  welfare  or  justice  concept  of  wages  is  the  con¬ 
sideration  that  the  main  incentive  whereby  labour  is 
attracted  from  agriculture  into  industry  has  traditionally 
been  the  greater  material  rewards,  commonly  in  monetary 
form.  There  is  thus  a  need  for  adequate  industrial 
wages  in  the  interests  of  fulfilment  of  the  national 
development  plan.  On  the  other  hand,  however,  there 
is  also,  at  any  given  time,  a  point  beyond  which  an 
employer  cannot  afford  to  raise  wages,  without  a 
compensatory  increase  in  the  price  of  his  product,  unless 
higher  productivity  can  be  achieved.  The  raising  of 
productivity  thus  becomes  a  matter  of  mutual  interest 
to  workers  and  employers  under  the  wage  system, 
whatever  may  be  the  divergence  of  views  on  other  aspects 
of  the  wage  bargain.  From  the  standpoint  of  the 


1.  In  a  comprehensive  treatment  of  labour  policy  in  relation  to  econo¬ 
mic  development,  other  matters,  including  notably  social  insurance 
and  social  security  generally,  would  also  have  to  be  discussed. 

2.  The  Philippine  legislation  is  comprehensive,  applying  to  both  in¬ 
dustrial  and  agricultural  workers. 


desirability  of  avoiding  upward  price  movements  that 
may  bring  about,  from  the  cost  side,  serious  inflation, 
and  likewise  the  desirability  of  expanding  employment 
(without  extensive  and  cumbersome  wage  subsidies),  the 
State  has  an  interest  in  seeing  that  wage  claims  are  not 
pushed  beyond  the  bounds  of  what  is  possible.  Labour 
as  a  whole  also  shares  this  interest  in  the  final  analysis 
and  it  would  therefore  not  be  illogical  for  national  labour 
organizations,  when  established,  to  support  a  policy  of 
maximizing  the  national  w’ages  bill  in  preference  to  one 
of  seeking  to  maximize  individual  wage  rates. 

From  the  point  of  view  of  competition  in  inter¬ 
national  markets,  low  wages  (i.e.  low  in  relation  to 
productivity,  or  low  piece  rates)  of  course  provide  an 
advantage.  This,  how'ever,  may  lead  to  complaints  and 
efforts  to  debar  the  products  of  low-wage  countries  from 
other  markets.  Whether  the  charges  of  “unfair  com- 
petion”  or  “social  dumping”  are  justified  in  a  given 
case  will  presumably  depend  on  whether  or  not  the  wages 
complained  against  are  actually  low  in  relation  to 
national  and  industrial  productivity  in  the  exporting 
country.  It  is  of  interest  in  connection  with  possible 
international  future  agreements  on  trade  policy  that 
attempts  to  define  and  secure  maintenance  of  fair  labour 
standards  from  the  point  of  view  of  international  trade 
have  already  been  advanced  some  distance.’* 

As  economic  development  proceeds  in  any  country,  j 
the  ease  and  speed  with  which  progress  is  made  w'ill  ' 
depend  in  no  small  degree  on  whether  satisfactory  labour  , 
relations  are  achieved.  F'rom  labour  boss  systems  of  I 
hiring  to  the  recognition  of  trade  unions  as  legitimate 
bodies  independent  of  employers  and  the  State,  and  to 
collective  bargaining  with  the  conclusions  embodied  in 
written  agreements,  is  perhaps  a  long  road.  After  many 
years  of  experience  in  this  field,  the  International  Labour 
Organisation  has  adopted  a  Convention  concerning 
freedom  of  association  and  protection  of  the  right  to 
organize  which  may  be  considered  a  landmark  in  this 
field  from  the  international  point  of  view.^ 

One  of  the  most  controversial  aspects  of  the  problem, 
bearing  for  example  on  such  matters  as  the  right  to 
strike,  is  the  relation  between  w'orkers  and  the  State, 


3.  In  Article  7  of  the  Charter  of  the  International  Trade  Organiza¬ 
tion,  which  failed  of  ratification  after  it  was  signed  in  Havana  in 
1948,  “The  Members  .  .  .  recognize  that  all  countries  have  a  com¬ 
mon  interest  in  the  achievement  and  maintenance  of  fair  labour  | 
standards  related  to  productivity,  and  .  .  .  that  unfair  labour  con¬ 
ditions,  particularly  in  production  for  export,  create  difficulties  in 
international  trade,  and,  accordingly  each  Member  shall  take  what¬ 
ever  action  may  be  appropriate  and  feasible  to  eliminate  such  con¬ 
ditions  within  its  territory.”  It  was  also  provided  that  matters 
relating  to  labour  standards  could  be  referred  to  the  ITO  under 
the  general  procedure  for  settlement  of  differences  and  complaints 
spelM  out  in  Articles  94  and  95. 

4.  Convention  No.  87,  adopted  July  1948,  at  81st  session  of  ILO,  in 

^n  Francisco.  See  Third  Report  of  the  International  Labour  Or- 
oaniaation  to  the  United  Natione,  Geneva,  1949,  Api>endix  V,  pp-  I 
124-180.  I 


63 


where  the  State  is  the  employer.  The  more  the  public 
sector  is  enlarged,  the  more  this  comes  into  view.  For 
countries  just  embarking  on  industrialization,  the  kinds 
and  degrees  of  independence  of  labour  under  private 
employers  and  under  a  government  employer  respectively 
are  a  factor  to  be  considered  along  with  other  factors  in 
weighing  the  respective  advantages  of  the  “direct”  and 
the  “indirect”  approach. 

A  study  of  the  evolution  of  trade  unionism  in 
countries  of  the  region  assumes  a  special  significance 
in  view  of  the  considerations  touched  on  above.  Trade 
union  movements  organized  on  a  national  basis  can  be 
said  to  exist  only  in  a  few  countries  like  India,  Japan, 
Ceylon  and  Indonesia.  Since,  however,  in  most  of  the 
cases  the  leadership  of  the  labour  movement  is  still  being 
provided  by  leaders  of  political  parties,  Asian  trade 
unionism  is  often  swayed  by  political  considerations. 
Even  where  economic  issues  can  be  detached  from  their 
political  aspects,  such  detachment  becomes  diflBcult  to 
cultivate.  Very  often,  moreover,  parallel  organizations 
run  by  rival  political  parties  weaken  the  bargaining 
potential  of  the  labour  movement  and  retard  its  rate 
of  growth.  Perhaps  it  is  equally  true  that  collective 
bargaining  on  the  part  of  industrial  labour  cannot  gather 
momentum  so  long  as  the  depressed  state  of  the  country¬ 
side  exercises  a  downward  pull  on  the  structure  of  wages 
and  amenities  enjoyed  by  urban  labour.  Desirable 
developments  in  both  areas  can  be  expected  to  take 
place  all  over  the  region  in  the  course  of  the  next 
decade  or  so. 

As  to  the  evolution  of  industrial  relations  in  this 
region  to  date,  statutory  regulations  appear  to  have 
supplied  the  main  motive  force  in  most  countries. 
“Legislation  has  been  necessary  because  these  countries 
lack  an  industrial  tradition  and  because  workers  are 
mostly  illiterate  and  have  not  been  completely  weaned 
from  agriculture.  But  in  providing  the  initiative  for 
the  development  of  industrial  relations  the  governments 
of  these  countries  perform  a  dual  role,  since  the 
government  is  also  the  largest  employer  in  the  country. 
Therefore,  in  all  likelihood,  the  governments  will  have 
to  continue  laying  down  desirable  rules  to  govern 
industrial  relations  and  setting  a  pattern  for  the 
development  of  good  industrial  relations  until  a  higher 
degree  of  economic  development  has  been  attained.”  The 
author  of  this  appraisal  also  notes  a  growing  realization 
in  a  number  of  Asian  countries  that  regulations  alone 
are  not  enough  but  must  be  supported  by  training  and 
education  programmes:  improved  labour  policy  on  the 
part  of  managers  and  supervisors;  trade  union  leadership 
training  and  workers’  education  to  encourage  the  develop¬ 
ment  of  strong,  democratic  and  responsible  trade  unions; 


training  of  all  parties  concerned  in  the  efficient  use  of 
the  procedures  of  collective  bargaining,  conciliation  and 
labour-management  co-operation;  and.  above  all,  favour¬ 
able  changes  in  attitudes,  a  breaking  down  of  unreasoned 
fears  and  prejudices  and  “larger  understanding,  mutual 
good  faith  and  sense  of  responsibility  on  the  part  of 
the  parties”.^ 

Rural  institutions 

The  fact  that  over  75  per  cent  of  the  population  in 
Asia  lives  from  agriculture  dominates  the  planning  of 
overall  economic  and  social  development  of  the  under¬ 
developed  countries  in  this  region.  The  view  is  widely 
accepted  that  industrialization  itself  canot  succeed  without 
a  sound  rural  economy  and  that  it  is  necessary  to  achieve 
“an  agricultural  revolution”.  Age-old  fatalistic  views 
and  acceptance  of  poverty  cannot  be  converted  into  a 
striving  for  progress  without  new  perspectives  in  which 
new  opportunities  and  incentives  appear.  To  accelerate 
the  tempo  of  social  and  economic  changes  in  rural  areas 
most  governments  in  the  Asian  region  have  undertaken 
a  variety  of  measures  both  economic  and  social  in 
character.  These  measures  can  be  classified  roughly  in 
the  two  fololwing  categories (o)  agrarian  reforms — 
to  reduce  inequalities  in  opportunities,  income  and 
wealth,  reduce  rural  indebtedness,  provide  greater  security 
for  the  agricultural  population,  stimulate  their  productivi¬ 
ty  and,  in  general,  improve  their  conditions  of  work 
and  raise  their  levels  of  living;  and  (6)  programmes 
to  promote  self-help  and  local  action  for  economic  and 
social  development — using  such  methods  as  rural  co¬ 
operatives,  agricultural  extension,  fundamental  education 
and  community  development  projects. 

Agrarian  reform 

Measures  taken  in  this  field  are  largely  concerned 
with  greater  security  of  tenure,  larger  share  of  output 
to  the  tenant,  redistribution  of  land  belonging  to  the 
State  or  to  large  owners,  land  settlement,  reclamation 
of  land  by  irrigation  and  other  measures,  limitation  of 
the  size  of  private  holdings,  elimination  of  absentee 
landlordism  and  consolidation  of  fragmented  land- 
holding.* 


1.  E.  Daya,  "Freedom  of  Association  and  Industrial  Relations  in 
Asian  Countries,”  Internationa!  Labour  Review,  vol.  LXXXI,  Janu- 
ary-June  1955,  p.  492. 

2.  See  comprehensive  description  of  these  problems  in  Chapter  X, 

"Special  Programmes  of  Social  Development  for  Rural  Areas”, 
International  Survey  of  programmes  of  Social  Development,  United 
Nations  publication.  Sales  No.:  1955.  1V.8. 

!).  The  problems  and  measures  have  been  discussed  in  detail  in  a 
series  of  UN  reports  on  land  reform.  See  Land  Reform,  Defects 
in  Agrarian  Structure  as  Obstacles  to  Economic  Development  aad 
rrogress  in  Land  Reform,  UN  Publication  Sales  No.  1951.11.  B3 
and  Sales  No.  1954.11.  B.3  respectively.  The  second  UN  report  on 
Progress  in  Land  Reform  is  expected  to  appear  as  a  printed  docu¬ 
ment  vei-y  shortly. 
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The  majority  of  the  countries  in  the  Asian  region 
are  in  the  process  of  implementing  agrarian  reforms, 
the  most  basic  of  which  go  under  the  slogan  of  “land 
to  the  tiller.”  Land  reforms  are  not  only  sometimes 
necessary  in  order  to  give  incentives  to  individual 
farmers  but  also,  in  certain  cases,  a  prerequisite  for 
the  success  of  community  development  programmes. 
Such  reforms  are  completed  or  fairly  advanced  in  China 
(mainland  and  Taiwan)  and  in  Japan.  Progress  else¬ 
where  has  varied  considerably.  However,  countries  such 
as  Burma,  Thailand,  India,  Pakistan,  the  Philippines  and 
Viet-Nam  have  either  completed  some  kind  of  legislation 
in  this  held  and  begun  implementation  or  are  about  to 
do  so.  Two  major  trends  are  observed  in  contemporary 
land  reforms,  one  being  the  acceptance  of  the  policy 
objective  of  family  farm  ownership  combined  if  possible 
with  participation  in  voluntary  rural  co-operatives  serving 
various  purposes,  the  other  being  the  tendency  to 
integrate  land  reform  measures  with  credit  facilities, 
agricultural  extension,  community  development  facilities, 
cottage  industries  and  fundamental  education. 

Considerable  interest  has  been  shown  in  Asia  in  the 
establishment  of  co-operative  farms  which  would  be  able 
to  organize  production  on  more  economic  lines  by  using 
modern  machinery  and  equipment.  The  institutional 
problems,  however,  of  encouraging  peasants  to  pool  land 
and  equipment  and  join  co-operative  farming  are  difficult 
and  complicated  because  the  mass  of  peasantry  in  the 
region  prefers  private  family  farm  ownership.  To  induce 
farmers  to  join  co-operatives,  collective  or  State  farms 
requires  persuasion  and  educational  efforts  and,  most  of 
all,  a  period  of  successful  demonstration  of  experimental 
farms  of  these  types.  Experiments  along  these  lines  are  a 
prominent  feature  of  India’s  programme  under  the  hve- 
year  plans.  The  greatest  progress  has  been  reportedly 
made  in  this  respect  on  mainland  China,  where,  however, 
tlie  State  has  a  high  degree  of  control  over  marketing 
of  agricultural  products,  sale  of  industrial  goods  required 
by  farmers,  credit  for  agriculture  and  distribution  of 
seed,  fertilizer,  equipment,  etc. 

All  Asian  countries  embarking  upon  reconstruction 
of  their  agrarian  structure  have  found  that  establishment 
of  an  efficient  system  of  credit  available  to  all  farmers 
is  a  basic  requirement  for  success.  Until  now  the  major 
source  of  agricultural  credit  is  still  the  private  money¬ 
lender  whose  annual  rate  of  interest  may  range  from 
25  to  several  hundred  per  cent.  Steps  have  been  taken 
in  a  number  of  countries  to  control  the  interest  rates 
charged  by  money  lenders  and  to  check  their  various 
malpractices  but  these  measures  have  had  only  moderate 
success.  Institutional  credit  has  been  tried,  particularly 
through  the  co-operative  movement,  but  as  yet  little  more 


than  the  fringe  of  the  problem  has  been  touched.  It  is 
increasingly  being  realised  that  the  only  way  of  placing 
rural  credit  on  a  sound  basis  would  be  to  strengthen 
institutional  credit  and  this  would  need  active  assistance 
from  the  governments  concerned  in  making  increased 
supplies  of  credit  available,  in  strengthening  the  organiza¬ 
tional  structure  of  the  co-operative  movement  and  in 
broadening  the  basis  of  the  movement  so  as  to  integrate, 
in  some  measure,  credit  and  essential  marketing  activities. 

Measures  to  promote  rural  progress  through  self-help 

The  second  major  category  of  programmes  for  the 
rural  population  consists  of  various  measures  to  help 
farmers  improve  their  economic  and  social  well-being 
through  their  own  efforts.  Much  of  the  backwardness 
and  poverty  of  rural  populations  can  be  attrituted  not 
only  to  lack  of  material  means,  such  as  land  or  credit, 
but  also  to  ignorance,  isolation  and  apathy,  to  lack  of 
organizational  means  and,  in  general,  to  adherence  to 
customary  practices  and  lack  of  the  very  idea  of  experi¬ 
ment,  progress  and  development.  In  agricultural  exten¬ 
sion,  home  economics,  fundamental  education  and  related 
programmes,  the  major  emphasis  is  upon  the  transmission 
of  information  and  skills  appropriate  to  the  rural 
environment.  In  rural  co-operatives,  the  emphasis  is 
upon  the  establishment  of  organizations  for  mutual  benefit 
and  economic  advancement.  In  community  development 
projects,  the  emphasis  is  upon  a  comprehensive  approach 
involving  educational  processes,  the  use  of  local  organiza¬ 
tion  or  establishment  of  new  organizations,  and  the 
co-ordination  of  various  governmental  services  for  the 
purpose  of  stimulating  local  development  through  self- 
help  methods.  Projects  in  this  general  field  tend  to 
overlap,  and  essentially  the  same  activities  are  often 
carried  out  under  different  names,  varying  according  to 
the  country  concerned  and  the  sponsoring  ministry.' 

The  use  of  co-operatives  as  an  instrument  for 
organizing  the  economic  activities  of  rural  people  is 
gradually  being  expanded  in  Asia,  and  the  idea  of 
co-operation  as  a  basic  principle  of  social  and  economic 
life — not  merely  a  method  of  economic  organization  but 
a  “way  of  life” — seems  to  be  emerging  increasingly  in 
the  philosophy  of  national  planning.  The  fields  which 
mark  themselves  out  as  being  especially  appropriate  for 
this  method  of  organization  are  agricultural  credit  (as 
mentioned  above),  marketing  and  processing,  all  aspects 
of  production  in  rural  areas,  consumers’  co-operative 
stores,  co-operative  of  artisans  and  construction  co-opera¬ 
tives.  In  Asian  countries  experience  has,  however, 
proved  that  governments  have  to  bear  responsibility  for 

1.  See  United  Nations  Report,  Social  Progreas  through  Community 
Development,  Sales  No.:  1965.  IV.18,  tor  an  extended  discussion  of 
different  types  of  project. 
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the  promotion  of  co-operatives  during  the  initial  years 
of  expansion.  Moreover,  implementation  of  policies  to 
strengthen  the  co-operative  movement  is  a  many-sided 
process.^ 

The  most  extensive  and  most  comprehensive  pro¬ 
grammes  now  coming  to  the  fore  in  a  number  of  countries 
in  the  Asian  region  are  the  national  community  develop¬ 
ment  programmes.  This  term  is  often  used  to  include 
various  activities  that  are  supported  by  the  co-ordinated 
action  of  different  services  such  as  agriculture,  education, 
health,  co-operatives,  social  welfare,  etc.  A  multi-purpose 
programme  and  a  concerted  approach  to  the  rural 
community  are  combined  with  the  principle  of  joint 
responsibility  of  all  branches  of  administration  at  ail 
levels,  and  with  participation  by  indigenous  leadership 
in  planning  and  implementing  local  projects  as  part  of 
larger  schemes  of  district,  regional  or  national  develop¬ 
ment.  In  India,  ‘"’community  projects  and  the  National 
Extension  Service  have  come  to  occupy  a  place  of  central 
importance  in  those  sectors  of  development  which  bear 
most  closely  upon  the  welfare  of  the  rural  population. 
Increasingly,  the  planning  of  programmes  for  agriculture, 
education,  health,  village  industries  and  co-operation  will 
be  undertaken  in  terms  of  areas  selected  for  intensive 
work  on  the  pattern  of  national  extension  and  community 
projects.  These  projects  are  intended  to  integrate  and 
co-ordinate  the  held  work  of  various  agencies  into 
well-knit  programmes  carried  out  in  co-operation  with 
the  people  and,  as  the  extension  movement  expands,  they 
will  become  the  normal  pattern  of  the  Welfare  State 
in  action”.^  Somewhat  similar  arrangements  are  made 
in  Pakistan,  Burma  and  Ceylon.  It  is  also  reported  that 
Indonesia,  the  Philippines  and  Thailand  are  actively 
preparing  for  introduction  of  community  development 
programmes  on  a  national  scale. 

Programmes  in  this  field  are  of  great  importance 
for  the  success  of  plans  of  economic  development  because 
they  bring  obvious  and  direct  visible  improvement  to 
the  people  in  their  communities,  appeal  strongly  to  the 
traditional  feeling  of  mutual  aid  and  communal  loyalty 
and  can  be  used  for  building  upon  this  existing  loyalty 
a  wider  loyalty  to  the  State  and  nation.  Experience 
also  seems  to  show  that  community  development 
programmes  can  be  successfully  linked  up  with  the 
establishment  of  industries;  making  the  new  industry  a 
part  of  such  a  community  usually  assures  high  morale 
among  the  labour  force  and  secures  harmonious  develop¬ 
ment  of  both  the  industrial  enterprise  and  the  local 
community.  This  is  an  important  aspect  of  the  question. 

1.  See  International  Labour  Office.  The  Development  of  the  Co-operor 
tive  Movement  in  Asia,  Report  prepared  for  the  Asian  Regional 
Conference,  Nuwara  Eliya.  Ceylon,  January  1950;  also  United 
Nations,  Rural  Progrea*  through  Co-operativea,  I9SS. 

2.  Government  of  India  Planning  Commission,  Seeond  Five-Year  Plan, 
A  Draft  Outline,  op.  eit.,  p.  84. 


Community  development  programmes  offer  the 
possibility  of  utilizing  local  leadership  in  social  services 
which  the  central  governments  often  cannot  provide 
except  for  giving  minor  support  to  local  self-help 
initiative.  The  use  of  surplus  labour  for  schemes  of 
local  improvement  is  already  being  implemented  on  an 
increasing  scale  in  some  Asian  countries  and  holds 
much  promise  for  the  future.  However,  the  full  scope 
and  possibilities  of  its  further  extension  remain  to  be 
determined.® 

The  social  and  institutional  implications  of  the 
introduction  of  new  methods  such  as  community  develop¬ 
ment  programmes  and  other  self-help  measures  are 
enormous.  Introduction  of  such  schemes  requires  not 
only  expanded  training  of  specialists  (doctors  etc.)  along 
established  lines  but  also  large-scale  training  of  new 
types  of  worker,  establishment  of  administrative  ma¬ 
chinery  which  facilitates  and  improves  co-operation  of 
existing  government  services,  creation  of  new  initative 
and,  most  of  all,  identification  and  encouragement  of  a 
new  leadership  from  rural  communities.  Some  parts  of 
this  process  require  only  energy  and  determined  drive 
by  the  national  leadership  but  it  would  be  misleading 
to  suggest  that  only  a  small  amount  of  funds  or  no 
expense  at  all  will  be  involved.  A  considerable  initial 
financial  outlay  is  required  to  provide  such  a  movement 
with  organizational  framework,  a  trained  cadre  of 
workers,  funds  for  grants  and  subsidies  to  stimulate 
local  projects,  technical  advice  and  resources  such  as 
seeds,  fertilizer,  cement,  etc. 

(f)  Interrelation  and  co-ordination  of 

INDIRECT  MEANS 

In  a  developing  economy  with  a  large  private  sector, 
the  government  normally  uses  a  rather  wide  variety  of 
indirect  means  to  promote,  and  where  necessary  regulate, 
action  on  the  part  of  entrepreneurs,  agriculturists, 
labourers,  investors,  savers,  consumers  etc.  in  the  interests 
of  attaining  a  high  level  and  desirable  patterns  of 
investment  and  production.  Many  of  these  indirect 
means  have  been  discussed  separately  above.  However, 
since  the  effects  of  the  various  economic  and  social 
policies  in  question  are  inter-related,  the  policies  or 
means  themselves  need  to  be  well  co-ordinated;  otherwise 
the  purposes  for  which  they  are  applied  may  conflict 
with  each  other,  private  action  may  be  confused  or 
misdirected,  and  the  general  course  of  development  may 
suffer.  In  short,  the  social  and  institutional  policies 
need  to  be  properly  co-ordinated  with  the  strictly 

8.  These  and  other  aspects  will  be  studied  in  ECAFE’s  project,  now 
in  its  early  stages,  on  the  "Role  of  expanded  self-help  measures  in 
economic  devlopment:  analysis  of  the  actual  and  potential  contribu¬ 
tion  to  capital  formation  and  economic  development  generally  of 
community  development  and  other  similar  measures  of  co-oi>era- 
tion”. 
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economic  policies,  the  economic  inducement  measures 
(operating  through  or  within  the  market  and  price 
mechanism)  need  to  be  properly  co-ordinated  with  any 
direct  controls  (involving  interference  with  the  market 
machanism),^  and  the  several  different  inducement 
measures — in  the  fields  of  monetary  and  credit  policy, 
fiscal  policy  and  taxation  and  foreign  trade,  exchange 
and  investment  policy — should  also  be  well  co-ordinated 
among  themselves. 

The  importance  of  co-ordination 

For  stimulating  private  investment,  various  induce¬ 
ments  can  be  offered,  such  as  credit  on  favourable  terms, 
low  business  taxes,  tax  exemptions  or  even  subsidies, 
favourable  exchange  rates  for  imports  of  capital  goods 
and  raw  materials  used  by  the  industries  concerned,  high 
import  duties  or  unfavourable  exchange  rates  on  imports 
competing  with  domestic  products,  etc.  However,  if  a 
government  gives  private  industries  all  or  most  of  these 
inducements  in  combination,  the  total  amount  of  “induce¬ 
ment"’  may  well  become  excessive,  with  the  result  that 
inefficient  firms  emerge  and  real  costs  rise.  To  avoid 
this  undesired  effect,  thought  should  be  given  to  selecting 
those  particular  inducement  measures  which  are  most 
effective  and  involve  the  least  administrative  burden. 

Conflicts  among  these  measures  of  monetary,  fiscal 
and  commercial  policy  etc.  should  be  avoided.  If  certain 
industries  are  given  cheap  credit  on  the  one  hand  and 
are  assessed  high  taxes  on  the  other,  the  result  expected 
from  the  former  can  hardly  materialize  on  account  of 
the  existence  of  the  latter.  Again,  if  an  overvalued 
currency  is  maintained  (which  makes  imports  cheaper 
than  otherwise)  and  at  the  same  time  a  cheap  money 
policy  is  pursued,  domestic  industries  may  have  to 
compete  unfavourably  with  imports  and  the  payments 
position  may  deteriorate  further.  Also,  if  an  over-valued 
currency  is  maintained  and  tax  exemptions  or  even 
subsidies  for  domestic  industries  become  necessary,  the 
pressure  on  the  government  budget  will  increase. 
Examples  of  policy  conflicts  of  this  general  type  could 
be  multiplied. 

Inducement  by  way  of  the  price  and  market 
mechanism  is  sometimes  insufficient  to  bring  about 
desired  results,  since  the  market  economy  is  ineffective 
in  coping  with  major  changes  and  immobility  of 
resources.'^  Such  major  changes  as  the  expansion  of 
railroads,  highways,  roads  and  other  modern  transport 
and  communication  facilities;  the  provision  of  electric 

1.  For  meaning  here  attached  to  "direct  controls”,  see  rntpra,  pp.  2S 
and  59. 

2.  See  W.  Arthur  Lewis,  The  Principles  of  Kconomie  Plavniuu,  second 
edition,  especially  the  pref.-ice  and  chapters  I  and  Vl. 


power;  the  training  of  labour  on  a  large  scale;  town 
and  country  planning;  the  conservation  of  forests,  water 
and  soil  etc. ;  probably  also  the  establishment  of  industries  j 
in  new  localities — have  to  be  undertaken  by  the  govern¬ 
ment  itself,  through  direct  means,  or  else  by  the  private 
sector  under  government  direction  and  supervision  (direct 
controls)  and/or  through  legislation  (social  and  institu¬ 
tional  policies).  For  instance,  high  wages  alone  cannot 
increase  the  supply  of  skilled  labour  and  raise  produc¬ 
tivity  ;  the  government  has  to  establish  short-term 
training  schools,  as  a  substitute  for  long  years  of 
apprenticeship,  and  adopt  labour  legislation  to  improve 
working  conditions  and  industrial  relations.  Again, 
social  welfare  expenditures  appear  to  be  ineffective,  as 
a  rule,  in  improving  living  conditions  and  productivity 
in  rural  areas;  land  reform  may  have  to  be  introduced, 
altering  the  basis  on  which  produce  is  shared  between 
tenants  and  landlords,  or  transferring  the  ownership  of 
the  land.  A  high  property  tax  may  not  be  sufficient 
to  check  investment  in  luxurious  residential  buildings, 
and  direct  control  by  issuance  of  building  permits  may 
become  necessary. 

Moreover,  the  market  mechanism  does  not  suffice  to 
maintain  fair  competition.  In  this  regard  it  is  necessary 
for  the  State  to  regulate  the  market  through  legislation, 
e.g.  anti-monopoly  laws. 

When  scarcity  of  certain  commodities  prevails  and. 
owing  to  the  immobility  of  input  factors  and  shortages 
of  foreign  exchange,  the  supply  of  such  commodities 
cannot  be  increased  within  a  reasonably  short  period  of 
time,  the  offering  of  high  prices  may  merely  raise  the 
cost  of  living  and/or  the  cost  of  production.  Under 
such  circumstances,  as  noted  in  a  previous  section,  price 
control  and  even  rationing  may  have  to  be  applied. 
However,  such  direct  controls  should  be  matched  by 
measures  to  increase  production  and  supply  and.  where 
an  increase  of  price  can  itself  stimulate  a  quick  increase 
in  production,  a  decision  to  use  price  control  and 
rationing  should  not  be  reached  without  careful  con¬ 
sideration.  Interference  with  the  market  in  one  sector 
of  the  economy  tends  to  necessitate  additional  direct 
controls  in  other  sectors.  For  example,  import  control 
unaccompanied  by  measures  (e.g.  fiscal  policy)  for 
improving  the  balance  of  payments  and  alleviating  infla¬ 
tion  tends  to  lead  to  further  controls  over  prices  and 
bank  credits. 

When  there  is  a  general  scarcity  of  commodities, 
price  inflation  prevails.  If  price  control  is  applied  under 
this  condition,  anti-inflationary  monetary  and  fiscal 
measures  for  reducing  the  total  spending  power  should 
also  be  adopted  simultaneously. 
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Machinery  for  co-ordination 


The  need  for  co-ordination  of  various  development 
policies  implies  the  need  for  governmental  machinery 
for  that  purpose.  Just  as  in  the  preparation  of  an 
over-all  programme  each  individual  ministry  in  the 
government  can  only  take  up  a  certain  part  or  parts  of 
the  total  programme,  so  also  is  no  one  ministry  broad 
enough  to  decide  on  development  policies.  A  new, 
independent  organization  dealing  with  the  co-ordination 
of  policies  and  means  of  implementation  in  this  field 
is  therefore  necessary,  unless  the  Cabinet  itself  is  given 
this  task  to  perform.  In  a  number  of  governments  of 
the  region,  the  matter  is  entrusted  to  the  newly-created 
national  economic  councils  and  national  planning  boards, 
usually  with  the  Prime  Minister  as  chairman.  The 
secretariats  of  such  councils  or  boards  are,  as  a  rule,  in 
charge  of  the  co-ordination  and  preparation  of  over-all 
development  programmes  or  plans.  This  set-up,  a  result 
of  natural  development,  appears  to  be  logical  and 
appropriate.  However,  the  effectiveness  with  which  such 
co-ordinating  machinery  operates  in  a  given  case  depends, 
to  a  large  extent,  on  the  understanding  and  co-operation 
of  various  ministries  and  other  governmental  agencies, 
e.g.  the  central  bank. 


The  role  of  information 


Co-ordination  among  government  ministries  and 
agencies  for  carrying  out  various  development  policies  is 
only  a  part  of  what  is  needed.  In  a  country  that  counts 
on  the  private  sector  to  do  its  share,  another  vital  function 
of  government  is  the  provision  of  information  to  help 
private  business  to  plan  and  act  successfully.  Both 
information  on  development  policies  in  general,  including 
the  question  of  the  fields  into  which  public  enterprise 
expects  to  go  and  the  place  of  various  industries  in 
the  whole  scheme,  and  information  on  markets,  cost 
and  the  like,  may  be  included.  The  same  information 
also  helps  to  provide  vocational  guidance. 


It  is  obvious  that  the  government  should  inform 
private  individuals  and  firms,  in  plain  and  easily  under¬ 
standable  terms  and  as  widely  as  possible,  as  to  the 
direction  of  development  which  the  government  proposes 
to  encourage  or  discourage  and  the  kind  and  extent  of 
the  inducements  to  be  offered,  thereby  guiding  the  private 
sector  toward  a  more  accurate  calculation  of  benefits 
and  costs. 


Achievement  of  an  adequate  rate  of  activity  in  the 
private  sector  (judging  this  in  relation  to  an  over-all 
national  plan)  depends  to  a  large  extent,  however,  on 
the  existence  of  a  sufficient  number  of  feasible  projects 
which  the  private  sector  would  undertake  spontaneously. 
The  determination  of  the  feasibility  of  projects  in  turn 
depends  chiefly  on  market  and  cost  conditions.  A 
knowledge  of  demand  and  its  probable  development  and 
(as  far  as  possible)  of  the  production  plans  of  other 
firms^  in  both  short  and  long  periods  is  important  for 
producei^,  and  also  for  the  economy  as  a  whole  for 
avoidance  of  shortage  and  waste.  Such  demand  pro¬ 
jections  can  hardly  be  undertaken  by  private  producers 
when  the  major  factor  involved  is  a  plan  of  the  govern¬ 
ment  and  the  plan  is  unknown.  Thus  the  demand 
projections  resulting  from  the  studies  of  the  planning 
organization  itself  should,  of  course,  be  made  widely 
known  to  the  private  sector.  Within  this  framework, 
market  research  can  proceed,  although  it  is  usually 
expensive  and  not  necessary  for  individual  producers, 
unless  they  are  large  enough  to  influence  the  market. 
In  some  countries  of  the  region  this  kind  of  research 
is  undertaken  in  connection  with  principal  export  com¬ 
modities  by  the  government’s  economic  intelligence 
service.  Here  again  the  information  thus  gained  can  be 
useful  to  the  private  producers  concerned. 

Existing  cost  conditions  are  known  to  private 
producers,  but  future  cost  conditions  depend,  inter  alia, 
on  other  development  projects,  especially  government 
projects  to  provide  basic  facilities.  Information  on  the 
possible  effects  of  such  projects  on  production  costs 
should  also  be  made  widely  known  to  private  producers. 
Equally  or  more  important  is  information  on  the 
availability  of  raw  materials,  skilled  workers,  and  suitable 
locations  for  new  producers  and  new  industries.^  If  the 
government  establishes  pilot  plants,  information  on  some 
of  these  factors  and  cost  conditions  can  be  made  more 
precise.  Most  private  businesses  and  individual  farmers 
in  countries  of  the  region  cannot  afford  to  undertake 
by  themselves  technical  research  and  experiment.  Such 
economic  services  can  be  rendered  by  the  government 
and  the  results  widely  disseminated  to  the  private  sector 
through  a  systematic  extension  service. 

1.  It  is  difficult  to  ask  private  businesses  to  exchange  information 
among  themselves,  since  they  may  be  afraid  of  giving  away 
business  secrets.  However,  as  a  means  of  avoiding  over-produc¬ 
tion  and  excessively  severe  competition,  the  provision  of  informa¬ 
tion  on  future  business  production  plans  through  the  planning 
organization  can  be  of  mutual  advantage. 

2.  The  draft  Philippine  Five-Year  Economic  Development  Programme 
contains  some  information  of  this  kind  which  is  very  useful  to  the 
private  sector. 
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UNITS  AND  SYMBOLS  EMPLOYED 


Unless  otherwise  stated  “tons”  relate  to  metric  tons,  and  “dollars”  relate  to  United  States  dollars. 


The  following  symbols  have  been  used  throughout: 

zr  average  of  six  to  eleven  months. 

I  =  12  months  beginning  April  of  the  year  stated, 
t  =  12  months  ending  September  of  the  year  .stated. 
0  =  12  months  ending  June  of  the  year  stated. 

I,  II,  III,  and  IV  for  quarters  of  years. 


Mn  =  million. 

.  .  =  not  available. 

—  =  nil  or  negligible, 
r  =  revised  figures  from  this  issue. 
Figures  in  italics  are  provisional. 


The  following  symbols  are  used  to  represent  the  abbreviations  of  national  currencies  in  Asia  and  the 
Far  East; 


H.  =  Hwan  (Republic  of  Korea,  one  Hwan  is  equivalent  to  100  Won) 

HK$  =  Hong  Kong  dollar 

K.  =  Kyat  (Burma) 

Kp  =  Kip  (Laos) 

M$  =  Malayan  dollar  (Federation  of  Malaya,  Singapore,  North  Borneo,  Brunei  and  Sarawak) 
NT$  =  New  Taiwan  yuan  or  dollar 
P.  =  Peso  (the  Philippines) 

Ri.  =  Riel  (Cambodia) 

Rp.  =  Rupiah  (Indonesia) 

Rs.  =  Rupees  (Ceylon,  India  and  Pakistan) 

Y.  =  Yen  (Japan) 

Pr.  =  Piastre  (Viet-Nam) 

The  term  Malaya  includes  the  Federation  of  Malaya  and  the  Colony  of  Singapore. 


SOURCES 


To  ensure  comparability,  data  compiled  or  published  by  the  United  Nations  Statistical  Office  have  been 
incorporated  wherever  feasible;  material  supplied  by  governments,  publications  of  governments,  of  the  United 
Nations  specialized  agencies  and  of  international  commodity  study  groups  have  been  used  as  additional  sources. 
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PRODUCTION  1.  INDEX  NUMBERS  OF  PRODUCTION 

1953=100^ 


Weight 

1948*' 

1953 

1 

1 

1954 

1955  ! 

1 

9  5 

> 

1  9 

5  6 

II 

III 

IV  ' 

I 

n 

Jul 

CHINA  (Taiwan  only) 

Industrial  production^  .... 

100.0 

32 

77 

100 

105 

115 

11126 

131 

135 

129 

- T 

130  ; 

131 

Mining  and  Quarrying  . 

3.7 

83 

114 

100 

115 

130 

146 

98 

141 

126  : 

166  ' 

132 

Coal . 

1.8 

69 

96 

100 

88 

99 

104 

94 

111 

100  ' 

102 

107 

Manufacturing^ . 

87.7 

30 

75 

100 

104 

114 

||126 

133 

135 

129 

129  . 

131 

Food** . 

29.1 

32 

66 

100 

81 

95 

11146 

156 

114 

116 

123 

133 

Textiles . 

14.6 

10 

67 

100 

121 

120 

125 

125 

125 

107 

115 

115 

Chemicals . 

8.1 

39 

92 

100 

114 

122 

107 

124 

132 

115 

138 

143 

Public  utilities . 

8.6 

47 

94 

100 

112 

119 

112 

122 

128 

130 

128 

132 

Electricity . 

3.8 

54 

91 

100 

115 

126 

115 

131  ' 

138 

141 

139 

144 

INDIA 

Industrial  production  .... 

100.0 

98 

100 

107 

115 

121 

122 

120 

122 

153 

143 

Mining . 

7.2 

101 

100 

103 

107 

107 

104 

107 

112 

109 

104 

Manufacturing*^ . 

90.7 

98 

100 

107 

116 

122 

123 

121 

122 

157 

130 

Food . 

11.8 

106 

100 

96 

115 

176 

166 

134 

119 

357 

274 

Textiles . 

48.0 

97 

100 

103 

106 

104 

106 

107 

109 

115 

116 

Rubber  products  .... 

3.4 

92 

100 

117 

129 

132 

129 

122 

137 

137 

136 

Chemicals . 

4.2 

91 

100 

108 

122 

114 

124 

130 

128 

128 

127 

Non-metallic  mineral 

products'! . 

3.3 

•• 

98 

100 

115 

124 

119 

119 

133 

138 

138 

132 

Basic  metal  industries 

8.0 

106 

100 

121 

119 

118 

117 

119 

124 

117 

124 

Non-electrical  machinery  . 

0.6 

105 

100 

153 

205 

196 

204 

222 

233 

255 

253 

Electrical  machinery  . 

1.5 

91 

100 

112 

138 

134 

138 

143 

167 

Transport  equipment  . 

2.9 

101 

100 

113 

171 

168 

171 

188 

209 

225 

246 

Electricity . 

2.1 

92 

100 

112 

116 

127 

128 

133 

140 

146 

INDONESIA 

Export  products 

General** . 

63 

97 

100 

108 

108 

.. 

Estate . 

60 

93 

100 

100 

97 

Peasantry . 

66 

118 

100 

123 

117 

.. 

..  j 

Mining . 

64 

88 

100 

105 

111 

•• 

.  . 

'  '  1 

Estate  products  of  7  items  . 

61 

97 

100 

99 

94 

94 

93 

92 

92 

.  .  1 

JAPAN 

Industrial  production  .... 

100.0 

38 

82 

100 

108 

116 

114 

118 

124 

123 

137 

141 

Manufacturing  and  mining 

95.7 

35 

82 

100 

107 

116 

114 

119 

124 

123 

137 

141 

Mining . 

12.9 

65 

93 

100 

95 

96 

92 

95 

104 

97 

105 

108 

Manufactures . 

82.8 

33 

80 

100 

109 

119 

115 

120 

126 

126 

140 

145 

Non-durable . 

47.8 

27 

79 

100 

114 

128 

126 

132 

133 

132 

147 

151  i 

Textiles . 

17.1 

29 

87 

100 

107 

112 

110 

115 

117 

116 

128 

135 

Chemicals . 

16.7 

24 

78 

100 

123 

147 

147 

154 

153 

156 

179 

175 

Durable . 

35.0 

36 

'82 

100 

102 

106 

104 

106 

115 

117 

131 

136  1 

Metals . 

12.9 

22 

{84 

100 

105 

119 

119 

119 

128 

130 

145 

144 

Machinery  and  transport 
equipment . 

14.6 

40 

177 

100 

97 

94 

90 

93 

103 

106 

122 

132 

Public  utilities . 

4.3 

62 

{91 

100 

107 

115 

114 

108 

125 

131 

133 

132 

PHILIPPINES 

Manufacturing . 

100.0 

88 

100 

112 

124 

122 

125 

132 

135 

142 

Non-durable  manufactures  . 

69.7 

90 

100 

106 

113 

113 

121 

130 

125 

129 

Tobacco  products  .... 

16.2 

87 

100 

123 

143 

137 

152 

171 

134 

172 

Textiles . 

<  8.5 

104 

100 

97 

78 

73 

70 

80 

123 

105 

Footwear  and  wearing  apparel 

7.5 

86 

100 

105 

111 

112 

106 

no 

86 

76 

Chemicals . 

1  19.4 

90 

100 

106 

'  123 

120 

125 

132 

128 

127 

Durable  manufactures 

.  30.3 

85 

100 

125 

134 

142 

134 

136 

’  157 

171 

Stone,  clay  and  glass  products 
(including  cement)  . 

36.1 

92 

100 

98 

95 

91 

111 

1  105 

120 

98 

Metal  products . 

'  6.0 

1 

66 

100 

112 

148 

139 

157 

157 

'  170 

202 

Electrical  appliances  . 

I  4.6 

i 

_ 

105 

,  100 

_ 

113 

153 

151 

i _ 

164 

158 

153 

_ 

187 

_ 

a.  Original  base:  China,  1948;  India,  1961:  Indonesia,  1938:  Japan, 
1934-36  for  1948,  1960  since  1952:  Philippines.  1952. 

b.  Sugar  production  is  excluded  from  the  monthly  and  quarterly  index 
but  included  in  the  annual  index.  Weights  relate  to  annual  index. 

c.  Group  index  of  manufacturing  derived  by  ECAFE  Secretariat. 


d.  Manufactures  of  non-metallic  mineral  products  except  products  of 
petroleum  and  coal. 

e.  18  products,  including  forest  products  (jungle  wood  and  rattan). 

f.  For  Indonesia,  figures  relate  to  1949. 


PRODUCTION  OF  SELECTED  COMMODITIES 

Monthly  averages  or  calendar  months 


PRODUCTION 

Thousand  tons 


I  .tubal  rubber® 

(Cambodia . 

Ceylon . 

India . 

Indonesia  . 

Malaya . 

Sarawak . 

Viel-Nam . 

'.AL 

China  (Taiwan  only) 

India . 

Indonesia  . 

lopon . 

Korea  (South) . 

Malaya^  (Federation) 

(Pakistan®  . 

ON  ORE'* 

Hong  Kong . 

India . 

Japan  . 

Korea  (South) . . 

Malaya  (Federation) 

Philippines . 

,  DI  CONCENTRATES  (tons) 

Burma . 

China . 

Indonesia  . 

Japan . 

Laos  &  Viet-Nom  .... 
Malaya  (Federation) 

:  Thailand . 

“-TBOLEUM,  CRUDEt 

:  Brrmei . 

Burma . 

Indonesia  . 

Japan . 

PaJdstan . 

Sarawak . 

I*A1T 

China  (Taiwan  only) 

India . 

Indonesia . 

Japan*' . 

Korea  (South) . 

■GARh 

•  China  (Taiwan  only) 

J  India . 

I  Indonesia  . 

^  Pakistan . 

'  Philippines . 

>  Ik 

[  Ceylon . 

.  China  (Taiwan  only) 

‘  India . 

Indonesia  . 

‘  Pakistan . 

’  JOITON  YARN 
China  (Taiwan  only) 

Hong  Kong . 

India . 

Japan . 

Korea  (South) . 

Pakistan . 

3TTON  FABRICS  (Mn  metres) 
Ceylon  (Mn  sq.  metres)  . 

China  (Taiwan  only) 

India . 

Indonesia . 

Japan  (Mn  sq.  metres)  . 

Korea  (South,  Mn.  sq.  metres)  . 

Pakistan . 

'  Philippines . 

"ITE  MANUFACTURES 
China  (Taiwan  only) 

(Gunny  Bag,  1,000  pcs)  . 

India . 

Pakistan . 

China  (Taiwan  only) 

India . 

Japan' . 

Korea  (South) . 

Pakistan . 


1952 

1953 

1954 

_ 

1955 

1.5 

1.9 

2.0 

2.3 

8.2 

8.3 

8.0 

7.9 

1.7 

1.8 

1.8 

1.9 

63.5 

58.6 

62.5 

62.1 

49.5 

48.6 

49.5 

54.1 

2.7 

2.0 

2.0 

3.3 

3.4 

4.2 

4.3 

4.5 

191 

199 

176 

197 

II  ni  I  IV 


n  Jul  Aug 


3,074  3,046  |  3,113 

81  75  1  74 

3,613  3,878  3,560 


93  SO  I  80 

450  525  625 

2,964  2,864  i  3,036 

54  I  62  61 

12  I  22  9 

4,812  4,763  5,139 

802  885  828 


26.0  13.5  30.7 

239.1  268.5  229.9 

I  26.9  22.3  10.9 

!  36.1  38.4  35.4 

j  17.0  16.1  15.0 

52.0  76.7  53.5 

126.5  109.3  85.3 

38.4  51.6  59.8 

5.4  7.3  6.4 

81.4  85.7  108.4 

12.0  13.0  13.9 

1.0  1.4  1.6 

23.2  23.0  24.1 

3.1  3.1  3.9 


54.7  56.8 

29.4  34.5 

0.8  1.1 

0.8  i  4.5 


34.5  38.7 

1.1  I  1.8 

4.5  i  7.3 


0.7  0.6 

7.1  10.9 

350  I  374 
2.4  3.6 

156  196 

4.2  6.0 

13.3  19.2 


196  I  222 
6.0  '  8.0 


549  :  701  !  754 

80.6  I  73.6  I  78.6 
1.5tl  4.2$  4.5 

2.0  I  2.0  !  2.5 

7.7  I  8.1  8.7 

111.9  146.8  160.1 

0.9  0.8  1.5 


80  I  80 

1  700  I  700 

;  3,458  !  2,679 
{  76  I  80 

2J  I  21 

I  5,311  I  5,201 
1,006  ;  1,046 


2.1  2.1 

3.5  3.6 

62.1  59.6 

34.9  36.2 

2.2  2.1 

10.4  9.8 

0.4  0.5 

13.6  14.2 


34.5  I  31.0 
0.9  i  0.8 


898  1,026 

87.0  85.7 

7.5  7.4 


183.6  182.0 

1.7  1.7 


11.7  I  14.4 

1.6  0.6 

43.0  ;  29.3 

3.0  '  3.7 

3.4  I  2.9 

2.2  2.2 

3.5  '  3.8 

64.0  64.9 

33.1  33.9 

2.5  2.0 

10.6  12.0 

0.5  0.3 

15.0  14.0 


34.5  40.4 

0.6  0.9 


511  1,121 

85.6  90.3 

7.2  8.1 

2.8  I  3.3 
10.3  I  10.4 
185.5  I  196.4 
1.7  1.6 


2,091  2,384 

75  79 

20  20 

5,227  5,398 


996  1,067 

26  26 


22.8  '  57.3 

234.3  I  670.9 

39.7  41.i 

0.1  24.6 

184.9  8.1 

353.4  I  149.5 

—  74.2 

20.8  5.4 


12.8  I  18.0  11.4 

0.2  1.9  0.9 

3.5  25.3  39.9 

3.5  3.5  2.7 

0.2  2.0  3.4 


2.1  2.0 

4.0  3.9 

61.0  65.8 

41.1  41.9 

2.3  2.4 


0.7 

10.9  i  11.9 
384  404 

4.5  i 


I  I  I 

I  1,032  I  1,107  ,  1,157 

I  95.2  I  99.7 

j  11.6  I  .. 


3.5  i  3.6  i  3.8  I  .. 

9.9  j  10.2  !  11.2  ; 

195.7  I  209.8  I  215.3  218.1 


PRODUCTION 


2.  PRODUCTION  OF  SELECTED  COMMODITIES  {Coned) 

Monthly  averages  or  calendar  months 


VEGETABLE  OILS 
China  (Taiwan  only):  Edible  Oil  . 
India:  Edible  Oil  (Vanospati)  . 
Indonesia:  Palm  Oil  .... 

Japan:  Coconut  Oil . 

Others  . 

Malaya:  Coconut  Oil  ...  . 

Palm  Oil . 

Pakistan:  Vegetable  Oil 
Philippines:  Coconut  Oil 
PETROLEUM  PRODUCTS! 

Burma  . 

China  (Taiwan  only,  1,000  Kl.) 

Indonesia  . 

Japan  ('000  Kl.) . 

Pakistan . 

CEMENT 

Burma . 

Ceylon . 

China  (Taiwan  only)  .... 

Hong  Kong  . 

India . 

Japan  . 

Korea  (South) . 

Malaya  (Federation)  .... 

Pakistan . 

Philippines . 

Thailand . 

STEEL  (Ingots  &  metal  for  castings) 
China  (Taiwan  only)  .... 

India . 

Japan  . 

Pakistan . 

TIN  METAL  (tons):  Malaya  . 
CONSTRUCTION— NEW  BUILDING 
Ceylon:  Completed 
(Floor  area — 1,000  m2)k 

Residential . 

Non-residential . 

Hong  Kong:  Completed 
(Cost— 1,000  HKS) 

Residential . 

Industrial . 

Commercial . 

Others . 

Japan:  Started 

(Floor  area — 1,000  m2) 

Residential . 

Non-residential . 

Korea:  Permits  issued 
(Floor  area — 1,000  m2) 

Residential . 

Non-residential . 

Philippines:  Permits  issued  (Manila) 
(Value— 1,000  P.) 

Residential . 

Non-residential . 

Thailand:  Permits  issued  (Bangkok) 
(Number  of  permit) 

Residential 
Non-residential 
ELECTRICITY  (Mn  kwh) 

Cambodia 

Ceylon  .... 

China  (Taiwan  only) 

Hong  Kong  . 

India . 

Japan  . 

Korea  (South) 

Malaya'"  (Federation) 

Pakistan  .... 

Philippines  (Manila) 

Singapore 

Thailand  (Bangkok)" 

Viet-Nam** 


1938“ 


1.4t 

9.2J 


17.8t 


510.1 

144.2 


4.9 


0.2 


119.0’' 

473.6 


13.9 

7.7t 


5,456 


2ir 

2,276 


Thousand  toJ 


1948 

1952 

1953 

1954 

1955 

19  5  5 

1  9 

5  6 

II 

III 

IV 

I 

II 

Jul 

At 

0.1 

0.5 

0.8 

0.7 

0.8 

0.8 

1.0 

0.7 

0.7 

0.6 

1.0 

11.0 

16.2 

16.2 

19.5 

22.1 

22.8 

23.4 

22.3 

24.8 

22.8 

18.7 

12.2 

13.4 

14.1 

13.8 

13.5 

13.9 

15.2 

12.1 

13.1 

14.4 

14J 

i.i 

1.3 

1.2 

1.6 

2.3 

2.4 

2.4 

2.3 

1.6 

2.0 

2.2 

2.1 

2.0 

5.0 

8.8 

9.0 

13.0 

11.8 

14.5 

13.8 

14.4 

13.6 

15.9 

13.1 

7.7 

8.9 

8.0 

11.4 

10.9 

9.9 

12.0 

11.6 

11.1 

11.7 

12.9 

3.8 

3.8 

4.2 

4.6 

4.8 

4.7 

5.1 

5.0 

4.0 

4.7 

5.1 

— 

0.7 

0.9 

0.9 

1.2 

1.2 

1.1 

1.3 

1.6 

7.7 

12.1 

11.8 

12.2 

13.3 

1.8 

6.7 

8.3 

10.2 

11.1 

11.3 

10.3 

12.3 

10.5 

11.4 

19.5 

23.6 

27.0 

37.0 

51.0 

44.9 

57.0 

58.8 

62.7 

45.9 

61.3 

760.1 

808.2 

825.8 

863.9 

873.4 

872.4 

860.3 

809.5 

858.2 

858.1 

14.8 

392.2 

505.6 

616.7 

717.8 

674.4 

684.8 

871.7 

899.7 

930.2 

990.9 

996i 

0.7 

4.9 

5.4 

6.2 

6.3 

6.7 

5.6 

6.8 

7.2 

3.4 

3.5 

4.9 

4.8 

5.0 

4.6 

5.3 

3.9 

3.7 

1.4 

5.1 

5.5 

7.0 

7.1 

5.3 

7.9 

8.2 

7.7 

5.7 

7.6 

8i 

19.6 

37.1 

43.3 

44.7 

49.2 

50.4 

49.6 

48.3 

46.3 

47.9 

58.7 

.. 

4.4 

5.8 

5.3 

8.4 

9.7 

9.8 

9.1 

10.1 

11.3 

10.6 

12.0 

131.0 

299.5 

320.0 

372.0 

372.6 

341.6 

360.0 

409.2 

415.2 

418.5 

409.2 

154.9 

593.1 

730.7 

889.6 

879.7 

928.5 

943.2 

922.0 

899.5 

1,121.4 

1,124.5 

Liss’.; 

1.9 

2.2 

3.7 

5.1 

4.7 

6.5 

5.3 

4.1 

2.5 

6.7 

4.2 

3.1 

2.7 

7.2 

9.1 

9.0 

8.9 

9.6 

8.7 

7.8 

8.1 

27.4 

44.9 

50.5 

56.4 

57.6 

57.4 

57.6 

55.6 

59.9 

10.0 

26.4 

26.5 

26.7 

34.1 

35.9 

36.8 

36.3 

43.4 

6.9 

20.7 

24.0 

31.9 

32.2 

39.4 

31.3 

29.4 

32.5 

36.8 

32.i 

32: 

0.6 

1.4 

2.5 

4.1 

4.8 

4.3 

5.1 

6.1 

5.5 

5.8 

5.7 

106.4 

133.6 

127.6 

143.4 

144.3 

142.5 

141.0 

143.1 

153.6 

139.7 

147.8 

142.8 

582.4 

638.5 

645.0 

784.0 

793.2 

784.9 

831.9 

853.6 

901.7 

955.4 

956: 

0.2 

0.6 

0.9 

0.8 

0.9 

1.1 

0.9 

0.7 

1.0 

4,209 

5,320 

5,284 

6,025 

5,980 

5,900 

6,275 

5,643 

6,016 

6,508 

5,356 

6,0^ 

3.70 

6.27 

7.22 

6.72 

4.70 

9.21 

7.14 

5.90 

6.32 

1.65 

2.29 

2.70 

2.02 

1.47 

1.13 

2.79 

1.80 

2.26 

427 

396 

8,902 

9,784 

10,249 

12,789 

8,983 

8,624 

5,844 

11,191 

148 

24 

862 

1,179 

872 

963 

1,139 

744 

923 

29' 

1 

89 

336 

764 

95 

42 

218 

3,184 

— 

52 

30 

62 

1,845 

2,543 

1,374 

1,519 

3,454 

2,290 

1,990 

591 

1,921 

1,434 

1,421 

1,400 

1,454 

1,537 

1,437 

1,622 

1,637 

1,841 

1,951 

1,832 

1,239 

1,381 

1,448 

1,367 

1,328 

1,457 

1,285 

1,278 

1,456 

1,669 

1,744 

1,73£ 

13'' 

13'' 

7 

33 

35 

4! 

53'' 

36 

88 

71 

6S 

3,539 

1,662 

1,573 

850 

1,295 

1,344 

1,135 

1,527 

1,822 

1,775 

2,370 

1,559 

2,339 

1,620 

1,857 

1,506 

1,821 

2,258 

2,356 

1,756 

126 

251 

214 

244 

244 

243 

244 

242 

237 

185 

141 

41 

57 

72 

72 

75 

63 

81 

46 

75 

00 

6E 

1 

2 

2 

2 

2 

2 

2 

2 

2 

.. 

5 

11 

12 

14 

15 

15 

15 

J6 

15 

is 

70 

118 

130 

150 

164 

150 

171 

180 

183 

181 

188 

13 

33 

36 

41 

47 

45 

51 

49 

51 

54 

59 

58 

381 

510 

558 

627 

707 

704 

715 

739 

769 

801 

798 

.. 

2,965 

4,304 

4,642 

4,986 

5,291 

5,405 

5,193 

5,659 

5,408 

6,197 

6,255 

5,092 

41 

53 

61 

75 

73 

76 

74 

66 

73 

88 

99 

61 

64 

73 

79 

78 

81 

82 

81 

82 

82 

ii 

25 

34 

41 

51 

50 

55 

57 

30 

46 

52 

58 

65 

64 

67 

69 

72 

74 

78 

80 

11 

18 

23 

27 

31 

30 

31 

33 

34 

36 

37 

4 

7 

8 

13 

16 

16 

17 

16 

8 

19 

25 

II  24 

l|  17 

16 

i  17 

17 

17 

18 

i? 

i7 

jAILWAl 
Passen( 
Bunn 
Cam] 
Chin( 
India 
Japai 
Korei 
Fakh 
Phili] 
Thai] 
Viet-] 
Freight 
Burn 
Com! 
Chin* 
India 
lapa: 
Kore 
Male 
Pakii 
PhiU] 
Thai] 
Viet-] 
IITERNA 
FreighI 
Ceyl 


<1. 


45% 


{. 


0.84; 


Including  latex.  b.  Lignite.  c.  Including  lignite. 

Approximate  metal  content  of  ores  as  follows:  Hong  Kong. 

India,  65%;  Japan  and  the  Philippines,  56%;  Malaya.  60%. 
Including  iron  sand. 

Specific  gravity:  Brunei,  Burma,  Pakistan  and  Sarawak. 
Indonesia,  0.85;  Japan,  0.90. 

g.  Production  in  government  licensed  plants  only. 

h.  Annual  figures  rebate  to  calendar  year  for  Pakistan,  crop  year  for 
other  countries. 

i.  Including  paper  board. 

j.  Comprising  motor  spirit,  kerosene  and  diesel  oil  for  Burma;  gasoline, 
diesel  oil,  kerosene  and  fuel  oil  for  China  (Ta'.wan),  motor  spirit, 


and  paraffin,  asphalt 


aviation  spirit,  kerosene,  heavy  oil,  wax 
and  cutback  for  Indonesia;  ga.sollne,  diesel  oil,  kerosene,  fuel  oil, 
gas  oil.  lubricating  oil  and  others  for  Japan;  motor  spirit  and  kero¬ 
sene  for  Pakistan. 

Excluding  buildings  under  building  schemes. 

Including  electricity  purchased  from  Singapore. 

Consumption  of  electricity;  Bangkok  Electric  Works  and  Sam  Sen 
Power  Station. 

From  July  1964,  relate  to  territory  now  under  Republic  of  Viet- 
Nam  only. 

1936  for  Japan,  unless  otherwise  indicated. 

Former  British  Provinces  and  Indian  States. 

1937.  u.  1939.  V.  December. 


Chin 


Hone 


Indo 


Paki 


PhiU 


Sing 


Thai 


Viet 


Entran 

Bum 


Indii 


]VIL  A 
Passei 
Bum 
Cey 
Chit 
Indi 
Indc 
lapc 
Paki 
Phil 
Tha 
Freigh 
Bun 
Cey 
Chii 
Indi 
Ind< 
lapc 
Pak 
Phil 
1  Tha 


and  fc: 


TRANSPORT 

3.  VOLUME  OF  TRAFFIC:  RAILWAYS,  SEA-BORNE  SHIPPING  AND  CIVIL  AVIATION 

Monthly  averages  or  calendar  months 


-  /! 

1 

1 

loos'" 

1948 

— 

1952 

1 

1953 

! 

1954 

i 

1 

9  5  5 

1 

1  9 

5  6 

n 

HI 

IV 

I 

II 

i 

lul 

Aug 

1 

LillLWAYS* 

, 

w] 

Possenger-kilometies  (Mn) 

1 

Burmaf . 

59 

40 

34 

47 

57  I 

73 

59 

66 

71 

80 

65 

63 

13j| 

Cambodia . 

3 

3 

4 

4  , 

5 

5 

4 

5 

7 

6 

5 

5 

China  (Taiwan  only) 

69 

166 

146 

157 

171  j 

212 

211 

202 

218 

236 

233 

220 

India:]; . 

2,385 

4,925 

4.601 

4,723 

4,892  . 

5,609 

4,638 

4,765 

JopanJ . 

2,185 

6,595 

6,707 

6,963 

7,253  1 

7,603 

7,692 

7,595 

7,478 

7,648 

8,239 

7,95  i 

9,102 

Korea  (South)| . 

236 

219 

262 

332  : 

316 

317 

299 

341 

305 

328 

341 

343 

Pakistan^ . 

656 

795 

730 

698 

804 

785 

728 

Philippines0 . 

36 

26 

35 

32 

35  : 

37 

48 

32 

40 

42 

59 

46 

Thailand . 

25 

109 

188 

191 

196 

167 

170 

138 

136 

179 

168 

130 

139 

Viet-Nara'* . 

71 

6 

8 

II  11 

II  31 

34 

31 

29 

34 

34 

34 

996^1 

Freight  ton-kilometres  (Mn) 

Burmaf . 

95 

52 

24 

35 

44 

50 

51 

46 

51 

52 

48 

42 

56 

Cambodia . 

4 

4 

4 

5 

2 

2 

2 

2 

6 

5 

2 

2 

China'  (Taiwan  only)  . 

71 

52 

96 

108 

113 

144 

140 

136 

153 

139 

145 

136 

8i| 

Indiaf . 

2,968 

3,040 

3,879 

4,001 

4,155 

4,176 

4,355 

4,674 

• 

lopanf . 

1,305 

2,109 

3,227 

3,377 

3,277 

3,500 

3.383 

3,343 

3,844 

3,432 

3,741 

3,656 

3,763 

91 

Korea  (South)f . 

87 

256 

229 

160 

179 

170 

183 

187 

174 

197 

189 

192 

Malaya . 

22 

26 

31 

31 

32 

33 

33 

33 

33 

38 

37 

1,158.; 

Pakistani . 

319 

451 

472 

407 

451 

382 

463 

.. 

3.7 

Philippines0 . 

14 

10 

11 

11 

12 

is 

14 

12 

11 

15 

is 

ii 

Thailand . 

38 

25 

46 

54 

65 

69 

67 

65 

74 

75 

72 

Viet-Nam*^ . 

24 

13 

15 

„ 

II  12 

11  7 

7 

7 

5 

4 

6 

6 

.TERNATIONAL  sea-borne  SHiPFiNG 

32: 

Freight  Loaded  (L)  and  Unloaded  (U 

in  External  Trade  (IsOOO  tons) 

Ceylon*!  L  .  .  . 

54 

63 

67 

73 

11  92 

88 

70 

91 

95 

85 

65 

88 

100 

U  .  .  . 

109 

141 

174 

182 

||203 

191 

224 

184 

170 

183 

174 

244 

234 

China  (Taiwan  only)  L  .  .  . 

13 

78 

121 

85 

105 

99 

111 

115 

132 

111 

69 

68 

956. 

U  .  .  . 

22 

117 

109 

142 

155 

180 

171 

147 

183 

166 

205 

168 

Hong  Kong  L  .  .  . 

104 

123 

126 

126 

141 

121 

147 

159 

156 

160 

164 

177 

B.OSC 

U  .  .  . 

236 

284 

279 

303 

347 

354 

332 

353 

391 

368 

379 

401 

Indonesia'  L  .  .  . 

oie 

432 

860 

1,034 

1,062 

1,016 

983 

982 

1,129 

872 

1,148 

838 

1,340 

U  .  .  . 

167 

160 

396 

350 

326 

272 

241 

263 

318 

306 

335 

352 

337 

Japan^  L  .  .  . 

1.092 

165 

421 

413 

476 

655 

646 

622 

743 

697 

730 

742 

844 

U  .  .  . 

2,771 

563 

1,978 

2,607 

2,794 

3,062 

3,026 

3,175 

3,460 

3,363 

3,815 

3,711 

4,290 

Korea  (South)  L  .  .  . 

3 

18 

12 

9 

8 

10 

7 

7 

8 

11 

12 

13 

U  .  .  . 

3 

39 

95 

82 

171 

184 

91 

141 

61 

53 

52 

83 

Pakistani  L  .  .  . 

97 

101 

104 

140 

112 

109 

164 

176 

86 

78 

11,19; 

U  .  .  . 

337 

278 

210 

174 

255 

220 

252 

303 

270 

309 

297 

Philippines  L  .  .  . 

257 

368 

375 

442 

483 

533 

488 

504 

ST 

U  .  .  . 

194 

215 

283 

251 

280 

269 

317 

280 

591 

Singapore*'  L  .  .  . 

224 

438 

450 

510 

436 

571 

590 

605 

520 

54  i 

U  .  .  . 

441 

732 

769 

883 

821 

963 

955 

911 

916 

1.011 

Thailand  (Bangkok)  L  .  .  . 

149 

143 

138 

161 

175 

158 

151 

143 

153 

168 

153 

1.83; 

U  .  .  . 

94 

107 

108 

116 

123 

115 

117 

127 

120 

127 

107 

1,73£ 

Viet-Nam  (Saigon)  L  .  .  . 

23 

17 

73 

64 

56 

64 

60 

58 

50 

51 

38 

U  .  .  . 

100 

106 

164 

136 

123 

120 

118 

124 

91 

129 

121 

Entrances  (E)  and  Clearances  (C)  oi  Vessels  with  Cargo  in  External  Trade  (1«000  net  registered  tons) 

41 

Burma*'  E . 

311 

118 

98 

104 

124 

113 

114 

109 

121 

125 

118 

90 

6: 

1  C . 

361 

157 

132 

146 

150 

159 

164 

136 

162 

160 

147 

128 

1  India  E . 

760 

646=^ 

775 

750 

753 

806 

770 

806 

810 

875 

781 

870 

7i8 

C . 

793 

567* 

743 

885 

800 

702 

689 

717 

642 

854 

722 

700 

604 

riVIL  AVIATION* 

1  Passenger-kilometres  (Mn) 

1  Burma! . 

3.53 

4.58 

3.49 

3.64 

4.21 

3.03 

3.28 

3.75 

4.16 

1  Ceylon . 

— 

0.36 

2.42 

1.67 

0.77 

0.79 

0.76 

0.83 

0.78 

0.81 

141 

1  China  (Taiwan  only) 

2.49 

3.04 

5.26 

3.85 

3.63 

3.83 

4.63 

3.60 

66 

1  India . 

o.iiJ 

23.65 

32.46 

32.15 

36.70 

42.91 

40.88 

41.16 

49.42 

52.78 

53.29 

1  Indonesia . 

8.49 

13.28 

14.03 

15.01 

19.95 

20.90 

21.52 

20.50 

22.47 

■■ 

J  Japan** . 

5.75 

11.20 

19.47 

26.48 

27.34 

29.50 

29.21 

28.57 

38.80 

Pakistan . 

5.81 

3.46 

4.88 

9.30 

9.59 

10.39 

9.06 

9.69 

Philippines . 

0.2i 

14.57 

17.78 

18.97 

10.84 

10.08 

11.12 

9.23 

10.42 

10.58 

12.87 

10.15 

10.98 

58 

Thailand . 

— 

0.93 

2.26 

2.60 

3.35 

4.14 

4.22 

4.09 

4.81 

4.62 

5.26 

4.64 

4.75 

Freight  ton-kilometres  (1,000) 

1 

5,092 

Burma! . 

106 

127 

137 

116 

101 

99 

122 

136 

133 

Ceylon . 

— 

2 

147 

69 

12 

14 

15 

13 

17 

11 

i 

China  (Taiwan  only) 

260 

182 

308 

178 

211 

150 

172 

164 

1 

India . 

34-1 

475 

2,180 

2,203 

2,357 

2,881 

2,495 

3,117 

3,431 

3,192 

2,999 

80 

j  Indonesia . 

389 

595 

620 

621 

662 

632 

682 

713 

752 

751 

670 

;  732 

1  Japan** . 

24 

55 

258 

459 

479 

469 

486 

412 

438 

1  •• 

1 _ 

Pakistan . 

167 

153 

1  147 

213 

175 

290 

254 

177 

r 

540 

817 

778 

1  398 

347 

343 

334 

362 

270 

280 

j  274 

'  305 

phalt 

1  Thailand  ... 

i! 

17 

85 

140 

151 

107 

107 

103 

103 

104 

112 

1  110 

1  107 

id  kero- 


am  Sen 
)f  Viet- 


».  Railway  traflRc  coverage ;  India  and  Pakistan,  class  I  railways: 
Indonesia,  postwar  data  relate  to  Federal  area  only;  Japan,  State 
Railways  only;  Philippines,  Manila  Railroad  Company, 
k-  From  August  1954,  relate  to  territory  now  under  Republic  of  Viet- 
Nam  only. 

t-  Including  service  traffic. 

4.  1938-53  port  of  Colombo  only. 

<•  Beginning  1949  Federal  area  only. 

f.  Cargo  carried  by  steel  vessels  only:  excluding  military  goods. 
t.  Prior  to  1953,  excluding  oil  handled  at  Pulo  Bukom  and  Pulo 
Sebarok. 


h.  Total  number  of  entrances  and  clearances  made  during  each  voyage 
but  excluding  sailing  vessels.  Annual  figures  relate  to  12  months 
ending  September  of  postwar  year  stated. 

i.  Scheduled  domestic  and  international  routes. 

j.  Including  non-revenue  traffic. 

k.  Monthly  figures  relate  to  Japan  Air  Line  only. 

m.  Pre-war  data  relate  to  1936  for  Japan,  1939  for  Malaya,  and  April 
1938  to  March  1939  for  Burma  and  Thailand;  pre-war  figures  for 
India  include  former  British  Provinces  and  Indian  States  for  both 
railway  traffic  and  sea-borne  shipping. 


« 


EXTERNAL  TRADE 


4.  VALUE  OF  EXPORTS  AND  IMPORTS  AND  BALANCE  OF  TRADE 

Monthly  averages  or  calendar  months 


Million 


Ex¬ 

ports 

Im¬ 

ports 

Balance 

1 

Ex¬ 

ports 

Im¬ 

ports 

Bcdonce 

Ex¬ 

ports 

Balance 

Ex¬ 

ports 

Im¬ 

ports 

Balance  j 

Ex¬ 

ports 

Im¬ 

ports 

Balance 

^B| 

BRUNEI 

(MS) 

BURMA  (K.) 

CAMBODIA^  (Ri)  ' 

CEYLON 

(Rs.) 

CHINA 

— 

(Taiwan  only,  NT$)  1 

1948 

4.2 

3.0 

+  1.2  ! 

63-: 

491 

+  14 

3 

5 

-  2 

84 

83 

+  1 

b 

b 

ICA 

1951 

23.3 

4.2 

-fl9.1 

83 

55 

+  28 

20 

8 

+  12 

159 

130 

+  29 

99 

—  9 

imports 

42 

1952 

6.4 

+  16.6 

76 

+29 

33 

14 

+  19 

125 

142 

-17 

122 

147 

—  25 

64 

1953 

23.5 

9.5 

+  14.0 

94 

+24 

161 

124 

+  37 

131 

134 

-  3 

165 

138 

4-27 

92 

1954 

22.8 

8.3 

+  14.5 

mm 

81 

+  19 

183 

165 

+  18 

151 

116 

+  35 

121 

151 

125 

1955 

25.3 

8.7 

+  16.6 

90 

71 

+  19 

117 

139 

—  22 

162 

122 

+40 

136 

+  24 

127 

1955 

U 

24.3 

8.7 

+  15.6 

109 

69 

+  40 

92 

■m 

-18 

139 

123 

+  16 

155 

128 

+  27 

188 

m 

26.6 

9.2 

+  17.4 

59 

65 

-  6 

114 

171 

-57  jl 

150 

116 

+  34 

184 

125 

4-59 

130 

IV 

27.6 

8.7 

+  18.9 

89 

68 

+  21 

154 

—  4 

181 

Ba 

+  51 

■gl 

105 

1956 

I 

27.2 

9.5 

+  17.7 

103 

71 

+  32 

83 

172 

-89 

136 

127 

+  9 

284 

224 

148 

II 

.. 

92 

79 

+  J3 

123 

123 

— 

144 

125 

+  19 

244 

+  16 

184 

lul. 

•• 

72 

94 

-22 

163 

158 

+  5 

150 

172 

-22 

113 

Aug. 

64 

141 

134 

+  7 

168 

219 

—  51 

154 

INDIA" 

(Rs.) 

INDONESIAd  (Rp.) 

KOREA"  (South.H) 

LAOS  (Kp) 

HONG  KONG  (HKS) 

1948 

381 

Ifi 

CO 

—  104 

87 

102 

-  15 

6 

7 

-  1 

•• 

134 

173 

-  39 

Exports, 

domestic 

1951 

653 

712 

-  59 

409 

276 

+  133 

38 

102 

—  64 

4.7 

ll.i 

—  6.4 

372 

408 

—  36 

1952 

516 

674 

-158 

888 

900 

—  12 

162 

587 

—  425  1 

6.5 

27.7 

-21.2 

243 

316 

-  73 

1953 

443 

481 

-  38 

798 

726 

+  72 

332 

1,864 

-1,532 

6.2 

31.6 

—  25.4 

228 

323 

-  95 

53 

1954 

469 

515 

—  46 

:  813 

598 

+  215 

556 

2,887 

-2,331 

2.8 

47.0 

-44.2 

202 

286 

-  84 

57 

1955 

504 

540 

—  36 

885 

574 

+  311 

!  754 

4,174 

-3,420 

6.3 

55.3 

-49.0 

212 

310 

—  98 

61 

1955 

U 

442 

513 

—  71 

793 

524 

+  269 

873 

4,170 

-3,297  ' 

4.4 

48.3 

-43.9 

194 

303 

—  109 

57 

in 

539 

498 

+  41 

888 

588 

+  300 

!  663 

4,032 

—  3,369 

6.3 

46.0 

—  39.7 

212 

291 

—  79 

64 

IV 

506 

580 

—  74 

U08 

686 

+  422 

856 

4,097 

—  3,241 

9.4 

76.7 

—  67.3 

233 

335 

—  96 

65 

1956 

1 

,  529 

675 

-146 

730 

803 

-  73 

925 

3,357 

-2,432  , 

8.5 

108.9 

-100.4 

260 

369 

-109 

66 

n 

1  439 

638 

—  199 

821 

867 

—  46 

1,296 

3,028 

—  1,732 

7.9 

98.8 

-  90.9 

291 

410 

-119 

69 

lul. 

421 

594 

-173 

759 

826 

-  67 

762 

2,697 

—  1,935  : 

250 

347 

-  97 

60 

Aug. 

1  499 

666 

—  167 

1,020 

843 

+  177 

1,174 

3,437 

—2,263  i| 

267 

385 

-118 

63 

MALAYA  (MS) 

i  NORTH  BORNEO  (MS) 

PAKISTAN  (Rs.) 

PHILIPPINESf  (P.) 

JAPAN 
(1,000  Mn  Y.) 

1948 

147 

149 

-  2 

2.5 

2.1 

+0.4 

136 

86 

+  50 

53.0 

97.6 

-44.6 

1.3 

5.0 

-  0.7 

Special 

procurement* 

1951 

506 

396 

+  110 

9.6 

5.9 

+  3.7 

'  210 

151 

+  59 

68.3 

81.7 

-13.4 

40.7 

61.4 

-20.7 

10.6 

1952 

326 

323 

+  3 

5.4 

5.9 

-0.5 

i  147 

174 

-27 

58.7 

70.5 

-11.8 

38.2 

60.9 

-22.7 

9.2 

1953 

,  252 

270 

-  18 

4.7 

5.5 

—0.8 

121 

101 

+  20  i 

67.3 

76.2 

-  8.9 

,  38.2 

72.3 

-34.1 

13.3 

1954 

'  259 

262 

—  3 

6.4 

6.2 

+  0.2 

99 

96 

+  3 

67.5 

80.4 

-12.9 

48.9 

72.0 

-23.1 

7.2 

1955 

346 

318 

+  28 

8.7 

7.3 

+  1.4 

125 

90 

+  35 

66.8'' 

91.3 

-24.5' 

;  60.3 

74.1 

—  13.8 

5.2 

1955 

II 

302 

300 

+  2 

7.9 

7.1 

+0.8 

110 

73 

+  37 

76.6 

101.5 

-24.9 

1  55.2 

77.3 

-22.1 

7.0 

III 

389 

339 

+  50 

9.8 

7.6 

+  2.2 

118 

96 

+  22 

62.3 

74.5 

—  12.2 

61.5 

70.9 

-  9.4 

6.0 

IV 

373 

329 

-H  44 

9.9 

8.1 

+  1.8 

158 

102 

+  56 

59.1 

99.8 

-40.7 

j  72.8 

79.1 

-  6.3 

4.7 

1956 

I 

367 

349 

+  18 

9.5 

7.6 

+  1.9 

205 

106 

+  99 

72.1 

73.6 

-  1.5 

67.1 

83.1 

—  16.0 

3.0 

n 

.  328 

345 

—  17 

8.9 

9.7 

-0.8 

114 

103 

+  G 

78.0 

88.1 

-10.1 

72.1 

96.9 

-24.8 

5.9 

lul. 

306 

346 

—  40 

91 

106 

—  15 

74.0 

92.4 

-18.4 

i  71.2 

99.5 

-28.3 

12.6 

Aug. 

340 

374 

-  34 

L::. 

1 

^  •• 

68.1 

93.2 

-25.1 

.  77.7 

104.2 

-26.5 

7.0 

TRADE 


.U1  coun 


ECAFE  ] 
(includL 


SARAWAK  (MS) 


THAILAND  (Baht) 


VIET-NAMh  (Pr.) 


1948 

14.3 

8.2 

J- 

6.1 

173 

146 

+  27 

94 

189 

—  95 

a. 

b. 

1951 

42.4 

32.0 

+ 

10.4 

373 

270 

+  103 

211 

510 

-299 

c. 

1952 

36.5 

31.9 

+ 

4.6 

487 

427 

+  60 

164 

752 

-588 

1953 

35.4 

32.9 

+ 

2.5 

492 

514 

-  22 

157 

883 

-726 

d. 

1954 

35.5 

33.2 

2.3 

515 

556 

—  41 

164 

946 

—  782 

1955 

39.8 

36.8 

+ 

3.0 

597 

600 

-  3 

201 

768 

-567 

1955 

II 

39.0 

35.1 

-U 

3.9 

608 

556 

+  52 

200 

827 

—  627 

m 

44.3 

39.0 

-i- 

5.3 

599 

609 

-  10 

191 

638 

—  447 

e. 

IV 

42.3 

39.8 

+ 

2.5 

595 

736 

-141 

213 

886 

-673 

1956 

I 

40.9 

37.4 

-1- 

3.5 

572 

637 

—  65 

149 

C54 

-505 

n 

41.4 

38.4 

+ 

3.0 

537 

621 

—  84 

62 

564 

-502 

f. 

h. 

Jul. 

539 

594 

-  55 

138 

660 

-522 

Aug.  j 

383 

597 

-214 

200 

651 

-451 

GENERAL  NOTES:  Special  trade  system  for  Cambodia,  Chin*. 
Indonesia,  Korea,  Laos,  North  Borneo,  Sarawak  and  Viet 
Nam;  general  trade  system  for  other  countries.  Figures  on 
imports  include  aid  unless  otherwise  specified. 

Prior  to  1953,  excluding  trade  with  Laos  and  Viet-Nam. 
Excluding  ICA/FOA/MSA/ECA  imports. 

For  1948,  sea-borne  and  air-borne  trade  relate  to  Apr-Dee. 
only;  overland  trade,  twelve  months  commencing  Apr.  1948. 
Up  to  1961,  imports  exclude  special  imports  of  grain,  pulse 
and  flour. 

For  1948,  Federal  areas  only.  From  13  Mar.  1960  to  3  Feb. 
1952  inclusive,  excluding  value  of  exchange  certificates.  For 
1  Jan.-3  Feb.  1952,  import  anil  export  value  are  based  ot 
;!  times  of  official  exchange  rate  and  from  4  Feb.  1952 
onwards  they  are  based  on  official  exchange  rate  of  the 
Bank  Indonesia. 


span 


Vestem 


-ailed  I 


valuation  based  on  domestic  market  prices.  For  impo^: 
excluding  Government  imports,  military  supplies  and  various 
aid  goods;  up  to  Mar.  1951,  valued  c.i.f.;  from  Apr.  IMl 
valuation  based  on  local  market  prices  excluding  distributn'e 
margins  and  net  of  import  duties  and  excise. 

Imports  valued  f.o.b.  g.  Not  included  in  trade  statisticj. 


Eastern 


*  iiui  uoiiuaiy  cai;iu<iiiik  iinuc  iviiii  -- 

Laos  but  including  transit  trade  of  these  countries  w«.. 
other  countries  through  Viet-Nam.  Beginning  June  1955. 
trade  of  Republic  of  Viet-Nam  only. 
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5.  DIRECTION  OF  INTERNATIONAL  TRADE 

Quarterly  averages  or  quarters 


EXTERNAL  TRADE 


Million  dollars 


i  Year  ' 

trade  with  j 

BURMAb  j 

CAMBODIA 

CEYLON 

CHINA 
(Taiwan  only) 

HONG  KONG 

Exports 

Imports 

Exports 

Imports 

Exports 

Imports 

Exports 

Imports® 

Exports 

Imports 

U1  countries  i  1948 

57.2 

45.0  i 

76.4 

75.1 

101.1 

130.8 

,  1950 

39.4 

28.6 

82.0 

61.4 

18.i 

22.9 

164.4 

166.4 

1  1951 

51.6 

34.4 

100.0 

82.0 

24.6 

21.4 

195.2 

214.0 

1952 

66.0 

48.0 

78.8 

89.6 

29.1 

28.2 

127.4 

165.7 

!  1953 

59.4 

44.2 

82.3 

84.5 

31.9 

26.4 

120.8 

170.6 

i  1954 

62.1 

51.1 

95.0 

73.4 

23.3 

28.9 

120.3 

164.9 

;  1955 

56.7 

45.0 

10.0 

11.9 

98.3 

76.6 

30.8 

26.0 

127.5 

180.0 

1955  11 

70.7 

43.7 

7.9 

9.5 

83.8 

77.2 

29.9 

24.6 

113.5 

169.9 

1  III 

38.1 

40.8 

9.8 

14.6 

91.1 

72.6 

35.5 

23.9 

127.6 

169.5 

1  IV 

55.9 

42.6  \ 

12.8 

13.2 

109.9 

81.9 

30.5 

28.5 

143.0 

196.2 

1956  I 

59.3 

44.5  : 

7.1 

14.7 

82.4 

79.9 

34.4 

27.1 

161.9 

215.4 

II  1 

57.8 

_ ^9-9..  t 

10.5 

10.5  ! 

86.5 

78.9 

31.5 

29.5 

174.6 

238.9 

ECAFE  Region®  1948 

50.0 

1 

14.4 

■■  I 

4.6 

26.3 

60.9 

53.8 

(including  Japan)  1950 

33.2 

,  17.5  ! 

4.5 

28.8 

11.6 

12.9 

117.2 

88.4 

.  1951  j 

42.4 

'  20.0  ' 

7.6 

31.2 

19.9 

14.4 

149.4 

103.6 

1  1952 

51.6 

28.7 

12.0 

32.6 

24.6 

17.5 

100.2 

90.2 

1953 

45.0 

22.9 

16.3 

34.8 

20.7 

15.2 

90.0 

93.4 

1954 

52.1 

26.3 

.. 

18.6 

32.0 

17.8  1 

18.7 

72.5 

76.1 

1955 

39.2 

!  21.5 

4.3 

7.5 

11.8 

32.2 

24.5  ' 

16.7 

69.0 

91.7 

1955  II 

58.1 

20.0 

4.1 

4.5 

8.1 

31.9 

22.8 

15.1 

61.4 

87.4 

ni 

202 

20.0 

3.8 

9.1 

9.3 

32.2 

26.6 

16.1 

67.6 

89.3 

IV 

28.1 

19.9 

4.3 

9.0 

20.5 

35.6 

23.3 

20.5 

80.6 

104.5 

I  1958  I 

44.0 

16.7  i 

2.4 

9.8 

9.3 

32.1 

25.9 

19.3 

92.8 

119.2 

11 

39.9 

22.8 

2.6 

4.8 

15.2 

26.7 

19.2 

17.5 

105.6 

133.7 

0.1 

0.3 

,  5.1 

3.0 

7.2 

5.9 

i 

1  8.2 

7.2 

! 

11.2 

7.3 

14.6 

11.2 

11.4 

9.6 

o’.i 

1.2 

26.6 

9.6 

— 

0.7 

:  5.4 

8.2 

— 

1.6  i 

7  '  1.0 

7.7 

0.2 

2.1  ' 

.  18.4 

5.5 

— 

2.5 

1  14.6 

8.8 

0.1 

0.8 

Vestem  Europe  1948 
1950 
I  1951 
I  1952 
'  1953 
,  1954 
I  1955 
1955 


-ailed  Kingdom  1948 
,  1950 
'  1951 
1952 
I  1953 
’  1954 
:  1955 
!  1955 


l&atern  Europe  1948 


.. 

30.7 

32.1 

50.4 

32.4 

30.4 

34.8 

2.9 

3.7 

36.8 

1.5 

4.3 

37.3 

3.2 

4.2 

33.9 

5.4 

3.3 

35.9 

1.7 

2.7 

31.4 

1.0 

2.2 

38.8 

22.9 

19.3 

30.8 

21.9 

20.4 

26.4 

0.2 

0.1 

26.4 

— 

0.1 

28.3 

0.7 

0.1 

23.2 

— 

0.1 

24.3 

-- 

0.3 

22.3 

0.1 

31.7 

0.5 

0.1 

0.4 

0.8 

0.2 

— 

0.1 

— 

z 

1  E 

5.0  ' 

20.3 

j 

6.4  . 

23.0 

4.6  1 

23.3 

6.1 

21.7 

!  9.0 

25.6 

8.6 

!  39.3 

j  10.6 

1  49.5 

— 

.. 

8.9 

32.6 

1.6 

1.5 

15.8 

32.4 

0.7 

1.6 

17.6 

70.0 

1.3 

2.6 

9.8 

50.6 

3.8 

3.1 

10.5 

50.9 

1.4 

2.8 

10.6 

42.4 

1.7 

1.1 

15.9 

41.6 

0.5 

1.3 

14.1 

39.0 

2.8 

0.7 

16.6 

37.5 

2.6 

0.9 

17.5 

44.9 

1.0 

1.2 

17.9 

43.7 

1.3 

2.5 

18.3 

45.3 

4.9 

19.0 

0.2 

0.8 

8.2 

17.7 

0.5 

0.8 

10.4 

27.1 

1.1 

0.9 

3.6 

20.6 

2.1 

1.2 

5.2 

20.8 

0.7 

1.0 

7.1 

16.2 

0.9 

0.4 

11.0 

19.3 

0.3 

0.3 

10.0 

18.9 

1.6 

0.3 

11.6 

16.7 

1.7 

0.3 

11.9 

20.6 

0.7 

0.6 

12.2 

20.7 

0.6 

0.5 

12.9 

21.0 

1.0 

0.8 

_ 

— 

0.9 

1.5 

0.1 

_ 

— 

— 

1.0 

— 

— 

— 

1.0 

_ 

— 

— 

0.8 

_ 

_ 

0.6 

_ 

— 

— 

1.0 

— 

— 

1  _ 

0.9 

i 
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EXTERNAL  TRADE  5.  DIRECTION  OF  INTERNATIONAL  TRADE  (Coni'd) 


Quarterly  averages  or  quarters 


Million  (/gj 


TRADE  WITH  1 

Year  I 
and  i 

Quarter 

INDIA‘1.® 

INDONESIA^  ! 

JAPAN 

KOREA  (South)  , 

1 

LAOS 

TRADE 

Exports  ! 

Imports 

Exports 

Imports  ' 

Exports 

Imports 

Exports  ' 

Imports  i 

Exports 

Impon 

1. 

All  countries 

1948 

342.8 

507.4 

98.7 

116.2 

64.6 

170.6 

, 

■- - 

1950 

293.0 

284.2 

199.9 

110.0 

205.0 

242.5 

6.2 

12.3 

All  cou 

1 

1951 

411.4 

448.2 

322.9 

218.3 

338.6 

498.8 

2.8 

17.4  1 

1 

1952 

324.9 

423.8 

233.6 

237.0 

318.2 

507.0 

6.9 

13.4  1 

1953 

279.0 

300.2 

210.0 

191.2 

318.7 

602.4 

9.9 

38.4  ' 

1954 

295.6 

323.8 

214.0 

157.3 

407.3 

599.8 

6.1  ; 

23.5 

1 

1955 

318.0 

340.2  , 

232.8 

151.0 

502.7 

617.9  ; 

4.5  1 

25.9 

0.5 

t; 

1 

1955 

U 

276.0 

322.7 

207.7 

137.8 

459.7 

645.5 

1 

0.4 

4.; 

m 

337.8 

314.0 

233.0 

154.1 

512.2 

591.7  1 

3.8 

25.0  ! 

0.5 

31 

IV 

338.8 

372.1 

290.7 

180.2 

606.5 

657.9  1 

5.1 

29.1 

0.8 

s: 

1956 

I 

327.5 

423.2 

192.2 

211.2  , 

554.2 

692.3  ' 

5.5 

18.5 

0.7 

91 

. 

n 

276.3 

404.1 

216.1 

228.1  ' 

599.6 

807.4 

7.7 

15.4 

0.7 

81 

2. 

ECAFE  Region* 

1948 

95.2 

121.5 

25.0 

33.7 

26.4 

23.0 

■■ 

ECAPF 

(including  lopan) 

1950 

68.3 

47.7  1 

79.4 

44.2  1 

88.9 

73.2 

6.9 

. 

1951 

78.7 

110.8 

131.3 

91.4 

156.2 

122.2 

5.3 

1952 

82.6 

67.9  ' 

77.6 

93.6  , 

143.1 

129.2 

1.9 

8.2 

1953 

53.3 

40.4 

71.8 

78.2  ' 

139.1 

160.3 

2.2 

17.9 

1954 

46.6 

60.7 

85.2 

64.6 

167.7 

139.5 

2.5 

16.5 

1955 

58.6 

59.0 

79.7 

47.9 

174.3 

177.2 

2.3 

9.1 

0.5 

2i 

1955 

11 

51.4 

49.9 

63.7 

38.0 

155.1 

200.6 

0.4 

21 

ni 

64.8 

49.3 

71.7 

49.2 

167.2 

176.8 

1.5 

9.5 

0.5 

31 

IV 

68.0 

65.5 

112.8 

68.0 

215.1 

182.9 

2.2 

13.8 

0.8 

41 

1956 

1 

63.2 

60.1 

68.9 

93.0 

199.6 

195.2 

2.2 

5.7 

0.7 

81 

II 

45.5 

51.3 

83.5 

91.0 

201.0 

204.1 

2.9 

5.6 

0.6 

81 

3. 

Japan 

1948 

3.4 

4.8 

2.4 

18.0 

_ 

_ 

— 

1 

1950 

3.9 

3.9 

2.7 

11.0 

— 

— 

4.0 

4.5 

Japan 

1 

1951 

9.6 

11.8 

10.2 

38.2 

— 

— 

1.7 

3.7 

1952 

13.4 

10.2 

6.2 

31.9 

— 

— 

1.4 

6.3 

i 

1953 

14.2 

6.5 

9.4 

31.8 

— 

— 

1.5 

13.6 

1954 

8.6 

8.8 

12.5 

34.2 

— 

— 

1.8 

10.1 

1 

1955 

13.6 

16.3 

17.3 

21.6 

— 

— 

1.8 

4.2 

— 

i  <>•* 

1955 

11 

10.3 

12.0 

14.4 

;  20.4 

— 

— 

— 

1  01 

m 

1  15.1 

13.8 

10.1 

22.2 

— 

— 

1.0 

4.4 

— 

1  01 

* 

rv 

;  19.2 

27.6 

28.1 

22.1 

— 

— 

1.7 

5.8 

— 

i  01 

1 

1956 

1 

19.8 

19.7 

17.9 

34.9 

— 

1.6 

1.7 

— 

IJ 

i 

u 

1  14.8 

22.5 

19.1 

42.1 

— 

— 

1.7 

2.9 

— 

u 

4. 

Western  Europe 

1948 

106.8 

159.5 

43.6 

41.7 

6.8 

4.9 

1 

1950 

95.4 

1  90.2 

69.4 

39.3 

23.6 

9.2 

0.3 

o.i 

1 

1951 

147.8 

i  133.8 

112.2 

70.6 

35.4 

40.1 

— 

0.4 

j 

1 

1952 

98.9 

1  128.7 

74.2 

83.5 

44.1 

34.4 

— 

0.6 

1953 

102.7 

!  127.8 

74.2 

65.2 

.  28.9 

50.8 

0.1 

— 

i 

1954 

122.2 

144.2 

71.6 

52.0 

36.9 

49.2 

0.1 

1.8 

i 

1 

1955 

125.8 

i  156.2 

77.7 

58.8 

48.0 

49.6 

0.3 

5.9 

— 

'  11 

! 

1955 

11 

100.2 

150.0 

75.4 

54.9 

41.9 

44.3 

— 

11 

111 

128.4 

147.0 

75.9 

59.1 

36.5 

43.8 

0.4 

6.0 

— 

1  11 

1 

IV 

140.1 

185.0 

88.9 

68.6 

61.0 

49.6 

0.8 

5.6 

— 

11 

1956 

1 

143.4 

201.2 

70.0 

76.2 

59.5 

21.8 

0.7 

5.4 

21 

n 

103.9 

!  221.7 

76.3  ;  82.6 

58.4 

90.0 

1.0 

3.9 

— 

2.j 

5. 

United  Kingdom 

1948 

74.2 

i  115.6 

2.0 

10.8 

4.2 

1.3 

i 

1950 

64.4 

61.7 

7.9 

8.2 

6.5 

1.6 

0.2 

O.i 

1 

1951 

103.9 

78.6 

20.1 

14.0 

13.5 

8.0 

— 

0.1 

' 

I 

1952 

66.4 

79.8 

6.4 

17.0 

18.3 

9.2 

— 

i  - 

1953 

78.5 

74.2 

4.4 

13.5 

8.3 

12.2 

0.1 

!  — 

1954 

93.1 

79.2 

9.8 

8.5 

12.8 

9.3 

’  0.1 

0.4 

1955 

87.9 

83.9 

;  23.1 

,  8.7 

15.2 

9.5 

— 

1.1 

_ 

0.; 

i 

1955 

II 

64.0 

81.6 

1  26.0 

9.3 

14.6 

8.7 

1 

! 

_ 

0.1 

III 

90.7 

76.3 

1  22.7 

8.2 

11.2 

11.2 

: 

1  0.7 

0. 

1 

IV 

101.8 

96.4 

1  24.1 

1  9.6 

17.0 

i  10.9 

1  0.1 

;  1.5 

_ 

02 

1 

1956 

I 

100.4 

111.0 

1  16.4 

j  12.0 

21.5 

!  12.4 

1  0.1 

1  1.2 

_ 

0.3 

n 

77.6 

:  109.7 

19.4 

,  i6.2 

1  0.3 

0.4 

— 

03 

6. 

Eastern  Europe  i 

1948 

6.4 

5.3 

!  0.4 

1.1 

1.1 

0.6 

.. 

1950 

1.5 

3.0 

i  0.2 

0.8 

0.4 

0.9 

— 

1  _ _ _ 

1951 

5.0 

1  3.9 

j  0.6 

1.6 

1  0.5 

0.5 

1  _ 

‘  _ _ 

1952 

1.9 

,  2.7 

2.4 

1.6 

0.6 

0.7 

— 

j 

1953 

1.8 

;  2.0 

1.1 

1.4 

1.0 

1  1.4 

_ 

1  — 

1954 

2.8 

4.0 

1  1.8 

3.3 

1.3 

1.1 

— 

1 

1955 

2.4 

i  5.5 

i  7.0 

8.3 

4.8 

1.1 

_ 

'  _ 

—  - 

1955 

II 

2.4 

i  3.5 

'  5.3 

11.2 

!  4.4 

1  1.0 

_ 

_ 

- 

1 

ni 

1.5 

I  3.8 

9.3 

6.7 

4.5 

'  1.3 

... 

_ 

_ _ 

1  - 

IV 

3.0 

,  8.9 

8.5 

3.8 

1.8 

i 

_ 

_ 

_ 

1 

1956 

I 

5.0 

1  13.5 

j  7.3 

1  4.0 

j  0.8 

0.8 

_ 

_ _ 

_ 

- 

II 

7.2 

1  14.2 

1  2.5 

I  3.2 

1  1.1 

\  0.6 

— 

— 

— 

1 

I 


5.  DIRECTION  OF  INTERNATIONAL  TRADE  (Cont'd) 
Quarterly  averages  or  quarters 


79 

EXTERNAL  TRADE 

Million  dollars 


on  dgjl 


H 

trade  with 

Year 

and 

Quarter 

MALAYA 

PAKISTAN^'.h 

PHILIPPINES 

THAILAND*'' 

VIET-NAMJ 

Exports 

Imports 

Exports 

Imports 

Exports 

Imports' 

Exports 

Imports 

Exports 

Imports 

■ 

All  countries 

1948 

203.2 

210.4 

154.8 

101.4 

79.4 

146.5 

51.4 

30.0 

~T 

1950 

328.0 

238.1 

124.0 

97.6 

84.3 

85.6 

83.1 

43.0 

1951 

496.3 

388.4 

190.9 

133.7 

102.4 

122.5 

117.2 

62.5 

1952 

320.0 

316.3 

133.1 

152.4 

88.0 

105.8 

101.2 

77.3 

1953 

246.6 

263.6 

109.7 

87.5 

101.0 

114.2 

87.1 

75.8 

.. 

1  i- 

1954 

254.0 

256.4 

89.7 

81.2 

101.3 

120.7 

72.6 

67.2 

1955 

339.5 

312.2 

100.2 

72.3 

98.8 

139.0 

90.2 

74.4 

17.2 

65.8 

1  ^ 

1955 

II 

296.1 

294.3 

99.6 

65.8 

114.9 

152.2 

102.1 

69.5 

17.2 

70.9 

III 

381.4 

332.3 

95.7 

70.5 

89.6 

111.7 

87.0 

74.1 

16.4 

54.7 

1  6.. 

IV 

366.1 

322.9 

99.8 

64.9 

92.5 

158.0 

100.4 

91.1 

18.3 

75.9 

1956 

I 

359.2 

341.7 

128.9 

66.5 

95.1 

110.4 

83.3 

95.6 

12.8 

56.1 

_ 8: 

321.4 

338.3 

72.1 

68.2 

117.0 

132.1 

5.3 

48.4 

ECAFE  Region® 

1948 

1 

49.8 

96.9 

99.6 

56.7 

-1 

7.2 

14.9 

33.4 

19.1 

! 

[including  Japan) 

1950 

83.9 

153.7 

48.7 

42.5 

7.3 

9.6 

55.1 

24.6 

1 

1951 

118.0 

242.0 

85.0 

49.5 

9.0 

19.3 

71.7 

22.6 

1952 

91.3 

181.6 

61.0 

57.7 

10.8 

14.7 

70.9 

37.5 

■  1953 

77.2 

153.0 

36.9 

11.9 

13.4 

11.7 

63.5 

35.0 

1  1954 

73.4 

147.5 

26.4 

15.4 

14.4 

17.6 

50.2 

32.3 

2i 

i  1855 

86.6 

190.1 

36.7 

15.7 

16.3 

25.5 

53.8 

36.2 

5.6 

17.4 

1  1955 

n 

77.6 

169.7 

45.2 

14.5 

19.5 

24.7 

63.1 

30.9 

7.7 

12.6 

iJ, 

III 

97.9 

212.4 

50.6 

20.9 

18.8 

25.2 

58.4 

36.5 

4.9 

16.4 

IV 

92.6 

201.1 

25.8 

9.5 

14.6 

27.4 

52.1 

47.6 

3.6 

32.5 

;  1956 

I 

106.4 

206.5 

37.8 

15.3 

14.2 

22.6 

47.3 

46.9 

1.1 

18.2 

II 

95.2 

193.5 

31.6 

7.6 

22.2 

26.8 

0.8 

18.1 

Ictpan 

1948 

2.3 

1.6 

0.9 

0.7 

3.9 

0.5 

1.3 

i 

i  1950 

9.4 

7.6 

11.0 

13.1 

5.5 

3.6 

10.9 

lO.G 

1 

i  1951 

12.8 

19.9 

19.2 

19.5 

7.5 

8.2 

13.2 

11.3 

..  , 

1952 

12.6 

20.4 

22.0 

27.9 

9.6 

4.6 

15.6 

9.1 

1953 

12.8 

10.5 

21.4 

4.5 

12.0 

5.1 

21.2 

13.1 

1  O'* 

1954 

13.5 

12.0 

7.8 

8.7 

12.6 

7.3 

17.3 

16.3 

.. 

1955 

23.5 

19.4 

11.6 

10.2 

14.8 

10.8 

15.8 

15.8 

0.4 

8.8 

Hi 

1955 

II 

21.1 

19.9 

14.6 

7.8 

18.2 

11.4 

32.5 

10.8 

0.1 

4.2 

HI 

III 

27.4 

18.2 

6.0 

15.2 

16.5 

9.1 

15.8 

16.5 

0.1 

7.7 

IV 

27.2 

19.2 

9.8 

4.0 

12.3 

11.3 

4.9 

23.4 

0.2 

20.7 

1. 

1956 

I 

26.4 

22.1 

13.6 

11.3 

13.2 

11.5 

3.3 

12.4 

12.9 

l.C 

n 

25.6 

23.6 

ll.l 

3.2 

18.8 

13.0 

- 

13.1 

Western  Europe 

1943 

58.6 

49.6 

33.4 

26.6 

13.2 

4.8 

3.6 

5.5 

1950 

103.2 

56.7 

50.3 

34.8 

11.0 

4.9 

8.0 

10.8 

1951 

185.6 

100.1 

77.3 

47.4 

22.1 

7.0 

8.3 

18.2 

. 

1952 

120.7 

90.7 

49.2 

52.5 

13.1 

5.9 

3.7 

23.2 

1953 

81.7 

72.9 

53.6 

25.4 

13.8 

5.8 

3.3 

24.7 

.. 

1 

1954 

89.4 

72.4 

43.4 

39.2 

20.2 

10.7 

6.4 

22.6 

'  li 

1955 

136.6 

82.2 

42.1 

31.2 

17.6 

12.4 

7.4 

24.2 

5.9 

35.2 

li 

1955 

n 

107.0 

81.2 

41.3 

31.9 

12.2 

12.6 

9.1 

23.4 

3.4 

44.4 

U 

III 

160.3 

78.6 

25.2 

31.8 

21.7 

12.4 

5.6 

23.8 

7.1 

26.2 

U 

IV 

152.0 

85.8 

47.8 

25.7 

20.8 

13.1 

7.3 

29.0 

9.9 

24.4 

2. 

1956 

I 

143.6 

90.8 

6S.8 

31.5 

19.0 

13.7 

8.6 

31.1 

8.8 

21.8 

2m 

II 

1 1 5.1 

92.0 

24.7 

25.2 

24.3 

18.2 

4.2 

14.5 

United  Kingdom 

1948 

28.2 

40.5 

13.4 

20.4 

-  - 

0.8 

1.3 

1.2 

2.8 

1950 

44.6 

41.3 

17.2 

23.1 

1.3 

1.3 

2.6 

4.8 

. 

1951 

99.3 

64.4 

23.9 

27.6 

3.2 

1.6 

2.1 

8.0 

.. 

1952 

66.6 

66.9 

17.0 

30.9 

1.4 

1.2 

0.7 

10.1 

1953 

39.6 

53.5 

21.1 

14.4 

1.3 

1.1 

0.6 

10.0 

1954 

36.9 

49.1 

17.4 

23.2 

1.2 

2.3 

1.8 

8.1 

0. 

1955 

62.2 

56.4 

15.2 

17.6 

1.4 

3.2 

1.8 

8.6 

6.4 

1.1 

0. 

1955 

II 

44.3 

55.2 

12.3 

15.9 

1.1 

3.4 

1.9 

7.0 

0.1 

1.0 

Ht 

III 

75.5 

51.9 

9.3 

16.0 

1.4 

2.8 

1.8 

9.1 

0.8 

1.1 

Ih 

IV 

76.0 

59.6 

16.0 

16.1 

1.2 

3.4 

1.7 

9.5 

0.4 

1.8 

1955 

I 

71.9 

62.9 

21.2 

13.6 

1.3 

3.3 

2.9 

11.6 

— 

1.3 

n 

43.2 

60.8 

8.6 

12.7 

4.3 

2.3 

— 

0.5 

•  Eastern  Europe 

1948 

14.5 

1.6 

6.2  > 

1.1 

2.0  , 

0.1 

_ 

0.3 

_ 

1950 

14.0 

1.0 

7.3  ! 

2.0 

0.1  1 

0.1 

_ 

0.1 

1951 

17.2 

1.5 

8.1  1 

2.2 

— 

- 

0.1 

.. 

1952 

8.3 

0.9 

9.0  1 

1.8 

—  i 

0.1 

0.1 

1953 

4.2 

1.6 

3.2  ! 

0.4 

— 

— 

— 

0.1 

1954 

4.0 

1.1 

2.0 

0.7 

—  j 

0.1 

— 

— 

1955 

4.8 

1.0 

1.8  1 

0.4 

—  i 

— 

— 

— 

— 

— 

1955 

II 

2.6 

1.0 

2.9 

0.2 

— 

— 

— 

— 

— 

— 

III 

3.5 

1.0 

1.9 

0.7 

—  , 

— 

0.1 

— 

— 

— 

IV 

7.2 

0.8 

0.8  , 

0.2 

—  ; 

— 

— 

_ 

_ 

1956 

I 

10.0 

1.4 

1.6 

0.5 

— 

— 

— 

0.5 

— 

— 

n 

13.4 

1.6 

1.5  ' 

0.3 

— 

— 

— 

80 


EXTERNAL  TRADE 


5.  DIRECTION  OF  INTERNATIONAL  TRADE  (Coned) 

Quarterly  averages  or  quarters 


Million  da!! 


THADE  WITH  i 

Year 

and 

— 

- r 

BURMAl> 

1 

CAMBODIA  j 

..  _  1 

[ 

CEYLON  1 

CHINA  ! 

(Taiwan  only)  ^ 

HONG  KONG 

1 

,  yuoner 

Exports 

Imports 

Exports 

Imports 

1 

Exports  1 

Imports  I 

Exports 

1  Imports'  1 

Exports  I 

ImpoA 

7.  North  America 

1948 

0.6 

1.7 

16.0  1 

6.4  i 

1  ; 

11.1 

26.7 

1950 

0.9 

0.8 

23.2  ! 

2.9  i 

0.9 

4.9  1 

14.6  1 

30.8 

I 

1951 

0.2 

0.9 

14.8 

5.3  1 

1.2 

3.8  ! 

7.8  1 

20.2 

1 

1952 

0.6 

2.6 

12.2 

9.9 

0.9 

6.8 

5.0  * 

13.1 

1953 

1.1 

1.8 

10.8 

3.6 

1.4 

i  4.9 

4.3 

12.5 

1954 

0.3 

2.1 

10.2 

2.6 

1.3 

i  5.2 

5.0  1 

14.3 

1955 

0.3 

1.4 

2.6 

0.6 

14.4 

3.2 

1.4 

1  4.2 

6.4 

16.3 

1355 

II 

0.3 

1.3 

2.1 

:  0.5 

11.0 

3.4 

1.0 

5.3 

6.3 

19.1 

III 

0.2 

1.0 

2.5 

1.0 

13.4 

3.1 

1.4 

1  2.8 

6.2 

14.0 

IV 

0.5 

1.6 

3.0 

0.9 

14.5 

2.8 

2.2 

1  3.4 

7.3 

14.4 

1956 

I 

0.8 

1.4 

2.5 

!  1.0 

13.2 

3.1 

1.7 

{  4.0 

7.4 

ISi 

II 

0.5 

1.4 

1.8 

1  1.5 

11.4 

3.3 

1.7 

4.3 

7.9 

__223 

_ _ 

8.  United  States  oi 

1948 

0.6 

1.6 

•• 

12.6 

5.7 

! 

10.6 

24.4 

America 

1950 

0.1 

0.8 

1 

17.6 

1.8 

0.9 

4.3 

14.2 

28.6 

1951 

0.2 

0.8 

1 

10.5 

4.3 

1.2 

3.4 

7.1 

16.3 

1952 

0.6 

2.5 

3.3 

7.8 

0.9 

6.3 

5.0 

9.6 

1953 

1.1 

1.8 

6.4 

2.7 

1.3 

4.5 

3.3 

9.9 

1954 

0.3 

2.1 

6.2 

1.9 

1.3 

4.8 

4.1 

12.4 

1955 

0.3 

1.3 

2.6 

0.6 

9.3 

2.4 

1.4 

3.7 

5.2 

14.3 

1955 

11 

0.3 

1.3 

2.1 

!  0.5 

7.5 

2.5 

1.0 

4.5 

4.9 

16.7 

III 

0.2 

1.0 

2.5 

1.0 

8.5 

2.2 

1.4 

1  2.5 

5.0 

12.1 

IV 

0.5 

1.4 

3.0 

0.9 

9.1 

2.1 

2.1 

3.3 

6.1 

12.5 

1956 

I 

0.8 

1.4 

2.5 

1.0 

8.7 

2.4 

1.6 

3.9 

5.6 

13.1 

n 

0^5__ 

1.8 

1.5 

6.4 

1.7 

1.7 

4.2 

6.3 

21.] 

9.  Latin  American 

1948 

0.2 

— 

1.2 

1.2 

0.1 

■ 

Republics 

1950 

— 

1.1 

0.6 

0.4 

— 

— 

1951 

— 

— 

. . 

1.1 

— 

0.4 

— 

— 

1952 

— 

— 

0.7 

0.1 

— 

— 

— 

1953 

— 

— 

0.4 

_ 

0.4 

— 

— 

0.4 

1954 

— 

— 

1 

0.2 

— 

0.3 

0.1 

5.0 

1955 

— 

0.2 

— 

o.i 

0.2 

— 

0.1 

0.1 

1.0 

1955 

II 

— 

— 

— 

— 

0.1 

— 

0.1 

— 

0.1 

0.3 

III 

— 

— 

— 

0.1 

0.3 

— 

0.1 

— 

— 

— 

IV 

— 

— 

— 

I  — 

0.3 

— 

0.2 

0.2 

— 

0.8 

1956 

I 

— 

— 

— 

!  — 

0.3 

— 

— 

— 

1.7 

II 

— 

_ 

— 

■ 

;  0.1 

0.3_ 

0.4  _ 

— 

1.0 

OJ 

10.  Oceania 

1948 

_ 

1.4 

8.3 

10.8 

1 

1.7 

4.2 

1950 

0.1 

0.6 

8.0 

4.2 

1.2 

1.9 

3.5 

1951 

— 

0.8 

9.0 

6.5 

0.2 

0.5 

3.5 

4.0 

1952 

— 

0.9 

5.8 

6.5 

0.1 

0.3 

0.9 

2.4 

1953 

— 

1.1 

8.7 

9.2 

— 

1.2 

2.1 

j  2.5 

1954 

1.0 

11.2 

5.6 

0.1 

;  0.5 

3.0 

2.3 

1955 

_ 

1.3 

— 

— 

10.1 

4.6 

— 

0.2 

3.6 

1  3.7 

1955 

11 

0.1 

1.4 

— 

— 

7.7 

4.5 

0.1 

0.1 

3.9 

1  4.2 

III 

— 

1.5 

— 

5.8 

3.1 

— 

0.1 

'  4.4 

i  2.7 

IV 

— 

1.4 

— 

1  _ 

7.9 

5.1 

— 

0.4 

i  3.7 

1 

1956 

I 

j  — 

0.8 

i  — 

7.5 

2.6 

— 

0.3 

1  3.5 

II 

:  — 

1.4 

— 

1  — 

6.4 

5.0 

J _ _ 

0.3 

1  5.4 

Lji 

11.  Sterling  Area 


12.  ECAFE  Sterling 
Countries® 


:  27.0 

;  45.2 

I  G2.1 

I  32.0 

32.2 
I  36.2 
I  42.5 

39.3 
1  45.2 
i  42.3 

42.6 

46.8 


I  17.2 
!  32.5 

'  44.6 

I  24.8 

20.1 

19.4 

i  20.6 

17.8 
i  23.0 
<  20.2 
I  20.0 

'  22.3 


36.3 

49.7 

68.0 

44.8 

45.4 
36.6 

42.4 
422 

39.5 

45.9 

48.5 

ECAFl 
10.51  Coui 


GENERAL  NOTE:  As  complete  bi-eakdowns  are  not  civen,  the  sum 
of  total  trade  of  any  individual  country  with  different  regions  does 
not  add  up  to  the  total  Riven  under  trade  with  “all  countries”. 


ECAFE  countries  comprise: 

i)  Sterling  countries — Burma,  Ceylon,  Hong  Kong,  India, 
Malaya,  British  Borneo  and  Pakistan. 

ii)  Non-sterling  countries — Cambodia,  China,  Indonesia,  Japan, 
Korea,  Laos,  Philippines,  Thailand  and  Viet-Nam. 


5.  DIRECTION  OF  INTERNATIONAL  TRADE  (Cant'd)  EXTERNAL  TRADE 


Quarterly  averages  or  quarters 


n  dalk 

—  ~ 

1 

1 

Year  j 

INDIA'S.^  1 

1 

INDONESIA^  1 

1 

JAPAN  i 

KOREA  (South)"  ! 

LAOS 

CONG 

trade  with  1 

and 

- 1 

Exports 

Imports  j 

Exports 

Imports 

Exports 

Imports  1 

Exports  1 

Imports 

Exports 

Imports 

- 

North  America  | 

1948 

60.9  1 

89.4  1 

17.8  1 

28.4  1 

16.9  ! 

112.4  I 

•  •  i 

— 

26.7 

1950 

81.8  { 

58.6 

33.4  1 

22.2  i 

50.3 

114.8 

0.6 

7.6 

30j 

j 

1951 

85.9  1 

120.0 

53.6  1 

45.3  ' 

52.0  ! 

217.7  1 

0.9 

11.4 

20.2 

1 

1952 

70.8  ! 

161.2 

59.6  ■ 

42.2  1 

63.8  ! 

237.4  ! 

5.0 

4.6 

13.1 

1953 

53.6 

57.0 

48.4  1 

35.1  ; 

65.2  1 

242.4  1 

7.6 

18.3 

12.S 

1954 

54.2  I 

44.2 

36.6  1 

23.0  i 

83.2 

266.0  ' 

3.5 

4.9 

14.3 

j 

1355 

56.2  ! 

50.2 

42.2  . 

24.2  ' 

127.4  1 

241.7  i 

1.8 

9.9 

— 

0.3 

16.3 

1 

1955  11 

54.8  i 

45.6 

30.7  1 

23.9  1 

116.0 

240.7  1 

— 

0.2 

19.1 

III 

53.3  i 

48.3  1 

50.3  ! 

27.1  ' 

145.3  1 

222.1 

1.9 

9.3 

— 

0.2 

14.0 

IV 

54.4  i 

55.3  ! 

62.4 

26.9 

15S.5  1 

253.5  1 

2.2 

8.2 

— 

0.4 

14.4 

1956  I 

54.5 

52.7  1 

33.1 

25.4  1 

129.1  i 

269.4  ' 

2.7 

6.9 

— 

0.7 

152 

1 

II 

55.1  I 

49.9  1 

36.2  1 

31.9 

153.1  i 

317.9  1 

3.9 

5.1 

0.1 

0.9 

_22S 

United  States  of  i 

1949 

54.3  1 

82.2  \ 

17.2  j 

26.9  1 

.  16.4  1 

110.4 

24.4 

America  , 

1950 

54.8  ! 

52.9  1 

33.2  1 

21.5  1 

45.8  1 

106.8  1 

0.6 

5.6 

28.6 

I 

1951 

75.1  1 

107.7 

53.3  1 

44.0  1 

47.4  1 

171.8  i 

0.9 

11.4 

16.3 

I 

1952 

63.2  1 

145.2 

59.2  1 

40  6  1 

58.6  1 

192.1  ; 

5.0 

4.6 

9.6 

! 

1953 

51.2 

47.2  1 

43.0  1 

34.3  j 

58.5  1 

189.4 

7.6 

18.3 

9.9 

j  1954 

46.2 

38.8  1 

35.9 

22.7  : 

70.7 

212.3 

3.5 

4.8 

12.4 

1  1955 

47.9  ' 

46.6 

40.9 

23.9  1 

114.3 

193.5 

1.8 

9.5 

— 

0.3 

14.3 

'  1955  II 

48.5  ! 

42.7 

29.4  ! 

23.5  i 

105.2 

190.6 

.. 

— 

0.2 

16.7 

!  Ill 

43.9  1 

45.2  i 

43.9  j 

26.8 

130.7 

177.0 

1.9 

8.7 

— 

0.2 

1  12.1 

'  IV 

43.6 

50.1  ' 

61.6  1 

26.6 

138.8 

205.9 

2.2 

7.4 

— 

0.4 

1  12.5 

1956  I 

45.9  1 

49.7 

32.6  1 

24.9  ' 

113.6 

222.6 

2.6 

5.9 

— 

0.7 

1  13.1 

II 

43.0  1 

45.9  ] 

35.2  , 

31.3 

133.5 

250.7 

3.9 

4.9 

0.1 

0.8 

I  21.1 

Latin  American 

1948 

24.0  1 

12.6 

0.1  ' 

0.7 

0.4 

20.9 

Republics 

1950 

12.4  1 

1.8 

0.5 

— 

10.4 

16.8 

— 

— 

1951 

24.5  i 

2.8 

1.3 

1.3 

22.3 

64.8 

— 

0.1 

1952 

14.2 

0.7 

1.1 

7.1 

12.5 

42.0 

— 

— 

^Bi 

1953 

16.1 

1.5 

0.4  1 

0.2 

26.1 

66.2 

— 

— 

,  0.4 

1954 

12.2 

4.8 

1.4  1 

— 

50.3 

77.2 

— 

;  5.0 

1955 

12.2 

3.6 

6.6 

0.1 

44.3 

60.7 

0.7 

— 

— 

1.0 

1955  II 

3.9 

3.7 

9.3  1 

C.l 

41.2 

61.9 

— 

— 

1  0.3 

III 

27.1 

2.8 

5.6  ' 

0.2 

48.2 

43.0 

o.i 

— 

— 

IV 

13.0 

1.7 

0.7  1 

0.1 

55  2 

69.1 

1.2 

— 

1  0.8 

1956  I 

3.0 

0.9 

0.8 

1.6 

46.0 

10.0 

0.5 

— 

1.7 

II 

4.4 

1.7 

0.7 

6.8 

40.9 

136.0 

— 

0.6 

— 

— 

.  03 

Oceania 

1948 

18.0 

20.9 

1.2 

8.5 

1.1 

2.1 

.. 

4.2 

1950 

16.9 

23.7 

4.3 

1.0 

6.4 

20.3 

— 

!  3.5 

1951 

28.8 

10.6 

9.9 

2.7 

25.4 

36.7 

0.1 

!  4.0 

1952 

14.4 

8.7 

7.3 

3.3 

9.7 

37.9 

— 

.. 

i  2.4 

1953 

10.2 

14.5 

6.0 

4.4 

3.6 

50.2 

— 

2.2 

.. 

1  2.5 

1954 

14.6 

8.7 

8.6 

3.2 

8.3 

34.0 

— 

0.2 

.. 

.  . 

2.8 

’  1955 

16.7 

11.2 

6.2 

3.1 

17.2 

50.8 

— 

0.2 

— 

— 

3.7 

.  1955  II 

18.5 

14.9 

5.8 

2.6 

17.1 

57.7 

— 

42 

III 

17.1 

7.6 

4.6 

2.7 

20.2 

54.0 

— 

0.1 

_ 

— 

i  2.7 

i  IV 

13.7 

4.6 

8.7 

4  0 

17.3 

49.3 

_ 

0.2 

_ 

— 

1  4.3 

1 1956  I 

14.6 

6.8 

7.6 

4.8 

13.1 

58.4 

— 

0.1 

0.2 

4.5 

II 

i  14.2 

7.9 

lo.n 

6.2 

1  10.2 

67.1 

— 

0.1 

0.1 

1 

.  Sterling  Area 

1  1948 

'  191.6 

284.4 

\  24.4 

29.7 

]  17.4 

15.3 

\  36.3 

,  1950 

154.5 

141.6 

86.5 

39.8 

74.2 

55.4 

1.5 

1.2 

!  49.7 

1951 

j  218.0 

182.2 

147.6 

61.9 

1  153.1 

111.6 

0.2 

i  I-'^ 

68.0 

1952 

1  168.2 

1  155.6 

79.9 

69.2 

!  134.8 

125.1 

04 

1.0 

44.9 

1953 

146.9 

145.1 

67.8 

63.0 

79.0 

150.6 

0.8 

!  5.2 

1 

'  45.4 

1954 

i  167.7 

1  162.5 

84.3 

45.2 

!  122.8 

108.4 

!  0.7 

j  6.1 

•• 

!  36.6 

1955 

164.6 

1  158.0 

84.4 

1  41.1 

160.2 

147.2 

'  0.5 

1  5.1 

— 

0.4 

'  42.4 

,  1955  II 

I  138.4 

161.9 

75.9 

1  32.1 

j  150.1 

159.2 

i 

'  — 

i  0.2 

■  422 

;  in 

1  169.2 

,  139.5 

i  80.3 

41.3 

'  155.7 

1  154.1 

0.5 

;  4.7 

i  — 

I  0.3 

39.5 

IV 

i  180.3 

152.6 

109.5 

;  60.4 

1  183.7 

159.1 

0.6 

1  8.2 

1  — 

i  0.8 

45.9 

1C55  I 

i  173.7 

1  172.9 

67.8 

!  59.3 

174.7 

131.1 

1  0.7 

1  3.9 

2.4 

48.5 

i  II 

137.4 

168.2 

83.6 

1  64.0 

1  171.2 

1  212.2 

:  1.4 

1  1.6 

— 

1.8 

i  493 

ECAFE  Sterling 

■1948 

1  81.6 

1  110.2 

i  20.9 

9.5 

I  8.8 

1  10.9 

i 

i 

! 

10.5 

j  Countries® 

,  1950 

58.6 

38.3 

73.2 

j  29.1 

i  42.7 

1  29.6 

1.3 

1  1-2 

'  25.9 

1 

1951 

57.4 

1  83.0 

j  116.1 

41.8 

83.6 

i  63.4 

!  0.2 

1  1.5 

1 

32.3 

1 

>1952 

61.0 

j  43.4 

1  65.2 

44.8 

84.3 

68.1 

'  0.4 

1  1.0 

18.0 

11953 

32.4 

32.5 

56  0 

39.6 

1  47.8 

!  82.1 

0.7 

3.0 

18.5 

1954 

31.2 

49.1 

65.3 

23.6 

1  72.0 

60.2 

;  0.6 

5.6 

1 

i 

:  14.3 

jl955 

31.8 

40.0 

54.5 

21.4 

87.3 

74.6 

0.5 

3.8 

1  — 

0.2 

1  16.2 

;1955  II 

28.8 

36.0 

43.1 

13.6 

1  78.4 

82.7 

1  — 

0.1 

16.1 

1  ni 

31.6 

33.7 

52.4 

;  22.2 

1  80.3 

1  78.3 

1  0.5 

j  3.8 

0.2 

16. 

1  rv 

36.9 

33.4 

i  76.2 

39.5 

!  103.2 

!  82.7 

'  0.5 

6.4 

1  — 

0.6 

17. 

il959  I 

34.0 

35.1 

44.1 

,  37.0 

!  105.6 

.95.4 

!  0.5 

1  2.7 

— 

1.8 

i  20j 

'  II 

i  22.3 

25.2 

i  51.8 

35.1 

\  97.5 

j  105.9 

1 

1  1.0 

1 

1  1.5 

20. 

■ - - - ! - 

' 

J - 

~ - 

— 

J - 

India. 

Japan, 


b.  For  1948,  year  cndin:::  30  September, 
c-  Excluding  FOA/MSA/ECA/ICA  imports. 

d.  For  1948,  year  beeinninK  1  April. 

e.  Includes  transit  trade  but  excludes  overland  trade  with 
Iran  and  Afirhanistan  through  1950. 


f.  Figures  for  trade  with  the  Netherlands  are  as  follows: — 


1951 

Exp. 

66.6 

Imp. 

26.0 

1955  II 

Exp. 

35.4 

Imp. 

16.7 

1952 

50.0 

31.1 

III 

35.6 

17.8 

1953 

48.4 

22.4 

IV 

39.5 

21.0 

1954 

41.3 

16.4 

1956  I 

41.5 

22.0 

1955 

36.7 

17.7 

II 

it.2 

24.2 

82 
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6.  VALUE  OF  IMPORTS  BY  PRINCIPAL  COMMODITY  GROUPS 

Monthly  averages  or  calendar  months 


Millions 


8.0 

8.9 

7.7 

11.2 

13.4 

13.8 


4.7? 

ui 

1.1/ 


BRUNEI  (m) 

Food . 

Mineral  iuels,  lubricants  and 

related  materials . 

Chemicals . 

Textiles . 

Base  metals  and  manuiactures 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 

BURMA  (K.) 

Food . 

Chemicals . 

Textiles . 

Base  metals  and  manufactures  . 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 
CAMBODIA  (Ri) 

Food . 

Beverages  and  tobacco 

Mineral  fuels . 

Textiles . 

Machinery . 

Transport  equipment  .... 
Base  metals  and  manufactures 
CEYLON  {Rs.)*^ 

Food . 

Cereals  and  cereal  preparations 
Mineral  fuels,  lubricants  and 
related  materials  .... 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment 
Other  manufactured  goods 
CHINAb  (Taiwan  only,  NTS) 

Food . 

Crude  materials,  inedible, 

except  fuels . 

Oil-seeds,  oil  nuts  and  oil  kernels 
Textile  fibres,  raw 
Mineral  fuels,  lubricants  and 
related  materials  .... 

Chemicals . 

Textiles . 

Base  metals  and  manufactures 

Machinery . 

Transport  equipment 
Other  manufactured  goods 
INDIA  (Rs.) 

Food  and  drink . 

Raw  materials  and  articles  mainly 
unmanufactured  . 

Cotton,  raw  and  waste  . 
Mineral  oils  .... 

Articles  wholly  or  mainly  manu- 

factured . 

Machinery  . 

Transport  equipment 
Implements  and  instruments 
Electrical  goods  and  apparatus 
Base  metals  and  manufactures 
INDONESIA  (Rp.)’’ 

Live  animals,  food  products,  bever 
ages  and  tobacco 
Chemicals  and  allied  products 
Textiles,  apparel  and  footware 
Base  metals  and  manufactures 
Machinery  and  transport  equip- 
ment . 


1948  j 

i. 

-  —  t 

1 

1951  1 

- T 

1952  1 

_ 1- 

1953  j 

1954  ^ 

i 

! 

1 

9  5  5 

1 

1 

1  9 

S  6 

19^*j  j 

! 

i 

II 

III 

IV  ' 

I  j 

II  i 

lul  1 

Aug 

1 

1 

1 

i 

■■  i 

j 

1.25  , 

1.40  [ 

j 

..  1 

..  1 

•  •  1 

0.51  1 

1 

0.24  1 

_ _ i 

1 

0.32  i 

0.32  1 

..  1 

*  1 

0.18  ! 

0.15  1 

.  .  1 

1 

*  1 

1.56  1 

1.06 

•  *  1 

1.53 

1.30 

••  i 

0.79  ; 

0.51 

1.89  j 

2.23 

*  * 

5.5  ; 

9.1 

9.4 

10.3  ! 

8.0  1 

8.9 

7.4 

5.1 

i 

4.4 

7.2 

3.4 

3.9 

4.1 

4.6  , 

5.4 

4.6 

5.1 

6.9 

6.8 

5.2 

21.3  1 

30.6 

24.0 

24.1 

16.6 

14.7 

16.2 

13.9 

3.1  ; 

3.1 

7.3 

9.4 

8.4  1 

8.9 

6.9 

7.1 

5.6 

8.2 

7.6 

•  • 

2.7  : 

4.7 

5.8 

7.8 

7.3  1 

6.6 

4.3 

8.9 

12.8 

9.5) 

1.2 

2.2 

2.0 

4.6 

5.7  ] 

4.6 

9.1 

4.8 

5.4 

4.6  ii 

9.1 

11.6 

9.2 

11.2 

9.3  j 

10.5 

6.6 

7.8 

11.2 

10.0 

14.0  i 

19.5 

14.9 

10.9 

14.7 

22.4 

22.8 

9.0  i 

5.2 

8.8 

8.7 

7.0 

9.8 

13.6 

11.8  ! 

5.4 

15.7 

14.0 

8.0 

24.5 

26.9 

27.8 

23.2 

30.8 

37.3 

44.9 

4.3 

5.6 

11.3 

8.5 

10.7 

18.3 

15.3 

11.8 

10.2 

10.8 

13.3 

11.5 

7.2 

17.6 

7.8 

10.1 

13.1 

15.1 

15.7 

7.4 

13.1 

42.4 

56.6 

63.9 

64.6 

53.8 

1150.3 

55.9 

45.6 

51.8 

48.5 

46.4 

61.7 

62.4 

29.7 

32.3 

40.5 

43.4 

33.0 

li26.1 

II 

31.9 

23.2 

26.3 

22.3 

23.9  ! 

27.3 

34.7 

’  7.1 

10.6 

12.7 

12.1 

9.9 

1:12.0 

11.7 

10.9 

11.7 

12.7 

9.6 

16.0 

7.5 

3.0 

6.2 

5.1 

5.4 

6.1 

ll  7.6 

6.9 

7.2 

8.7 

8.9 

8.6 

9.5 

7.5 

1  11.2 

17.5 

17.2 

13.5 

12.2 

11.3 

10.6 

10.8 

13.5 

12.2 

12.6 

12.7 

13.7 

i  2.9 

6.7 

7.8 

7.7 

5.7 

li  7.1 

6.9 

6.2 

7.2 

7.3 

8.9 

9.6 

9.2 

1  3.3 

6.6 

8.2 

7.0 

4.8 

i|  5.9 

54 

6.5 

6.3 

7.5 

7.6 

10.2 

6.1 

!  9.4 

21.3 

21.7 

19.3 

20.0 

'21.8 

19.7 

20.6 

24.3 

23.8 

26.3 

24.3 

24.5 

1 

16.2 

30.6 

35.3 

43.7 

45.9 

35.8 

42.4 

4.3 

47.0 

15.2 

24.7 

52.2 

66.9 

41.0 

80.5 

104.2 

77.3 

102.8 

11.9 

11.6 

15.6 

17.5 

19.1 

25.5 

21.2 

30.5 

15.3 

1.1 

2.3 

25.7 

31.8 

31.7 

27.4 

55.2 

31.5 

47.6 

9.2 

9.4 

10.9 

9.3 

24.0 

19.5 

36.3 

31.1 

3.5 

24.2 

48.8 

33.3 

47.6 

45.5 

.. 

92.2 

75.1 

53.5 

69.5 

21.0 

25.5 

15.4 

6.4 

4.7 

5.9 

3.5 

1.3 

3.2 

12.7 

20.5 

23.1 

29.0 

26.1 

42.7 

52.9 

30.3 

48.8 

12.9 

19.5 

25.3 

1  33.5 

42.7 

46.0 

52.9 

50.2 

46.3 

5.4 

6.4 

1  11. 1 

{  8.6 

8.2 

_ _ 

7.6 

15.6 

10.2 

8.5 

3.0 

18.0 

31.3 

*  20.0 

i 

15.6 

i 

1 

I 

24.4 

j  33.0 

46-6 

32.0 

73.7 

175.8 

1  188.1 

;  90.7 

j  64.7 

61.4 

65.5 

j  30.8 

3C.3 

51.3 

j  27.1 

18.2 

38.3 

:  88.3 

i  186.9 

1  186.1 

132.4 

1  157.3 

131.3 

'  128.8 

i  137.2 

117.7 

162.8 

1  132.0 

119.9 

138.3 

1  38.8 

1  94.3 

!  95.8 

41.5 

47.9 

44.5 

1  52.1 

46.2 

1  31.7 

1  61.2 

i  53.2 

42.5 

18.0 

1  26.7 

1  53.2 

j  65.0 

,  65.7 

72.2 

46.1 

44.6 

;  41.8 

42.1 

1  59.1 

1  34.7 

33.2 

51.2 

1 

1  224.5 

1  270.7 

247.1 

1  227.5 

244.0 

1  318.4 

296.4 

I  305.1 

!  400.6 

j  422.9 

464.7 

440.5 

467.1 

1  64.0 

1  79.7 

78.8 

i  72.5 

67.9 

1  90.2 

85.1 

!  86.3 

;  113.6 

115.8 

125.7 

;  121.2 

131.5 

1  25.4 

1  24.4 

25.8 

i  19.3 

26.4 

!  42.5 

37.7 

,  38.2 

1  60.6 

56.9 

52.4 

1  51.7 

47.8 

1  7.7 

10.5 

8.5 

1  8.3 

8.9 

!  13.1 

12.2 

]  13.3 

14.0 

15.0 

14.9 

1  16.0 

17.2 

1  8.0 

7.6 

10.8 

:  11.9 

9.0 

t  11.7 

10.9 

11.8 

12.9 

16.1 

!  17.5 

i  15.4 

1  14.4 

i  26.4 

33.2 

37.4 

1  32.3 

41.6 

!  62.7 

55.2 

1  59.1 

i 

1  84.8 

107.5 

j  135.4 

129.6 

145.0 

52.5 

215.1 

1 

i  131.9 

96.0 

63.3 

1  39.7 

!  57.4 

116.6 

188.7 

1  165.1 

129.9 

17.5 

46.0 

{  40.9 

37.0 

!  53.6 

55.8 

59.0 

51.7 

66.4 

j  66.9 

62.2 

91.0 

219.1 

1  212.9 

173.8 

i  175.0 

164.8 

1  194.3 

193.9 

217.5 

251.5 

227.8 

I 

29.3 

94.6 

I  67.9 

63.1 

70.4 

68.0 

70.7 

78.0 

82.4 

1  81.0 

89.2 

37.2 

162.7 

1  13S.3 

115.7 

102.4 

86.5 

95.9 

124.0 

134.3 

1  163.2 

178.6 

EXTERNAL  TRADE 

6.  VALUE  OF  IMPORTS  BY  PRINCIPAL  COMMODITY  GROUPS  (ConCd) 
Monthly  averages  or  calendar  months 


1948  I  1951 


JAPAN  (1,000  Mn.  Y.) 

Food . 

Cereals  and  cereal  preparations 
Sugar  and  sugar  preparations 
Crude  materials,  inedible,  except 

fuels . 

Oil-seeds,  oil  nuts  &  oil  kernels 

Crude  rubber . 

Textile  fibres,  raw  .... 
Metalliferous  ores  and  metal 

scrap . 

Mineral  fuels,  lubricants  and 

related  materials . 

Chemicals . 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 
KOREA  (South,  H.) 

Food . 

Cereals  and  cereal  preparations 
Beverages  and  tobacco 
Crude  materials,  inedible,  except 

fuels . 

Chemicals . 

Textiles . 

Machinery  &  transport  equipment 
Other  manufactured  goods 
LAOS  (Kip) 

Food . 

Cereals  and  cereal  preparations 

Petroleum  products . 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 
MALAYA  (M$)“ 

Food . 

Cereals  and  cereal  preparations 
Crude  materials,  inedible,  except 

fuels . 

Crude  rubber . 

Mineral  fuels,  lubricants  and 

related  materials . 

Textiles . 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 
NORTH  BORNEO  (MS) 

Food . 

Mineral  fuels,  lubricants  and 

related  materials . 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment  .... 
Other  manufactured  goods 
PAKISTAN  (Rs.) 

Mineral  oils . 

Cotton  piecegoods . 

Cotton  twist  and  yam  .... 

Machinery . 

Transport  equipment  .... 
Iron  and  steel  manufactures 
PHIUPPINES'  (P.) 

Food . 

Cereals  and  cereal  preparations 
Mineral  fuels,  lubricants  and 

related  materials . 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment  .  .  .  . 

Other  manufactured  goods 


1952 

1953 

1954 

1955 

17.86 

18.12 

19.30 

18.34 

12.98 

12.98 

14.66 

13.20 

3.53 

3.79 

3.39 

3.64 

3.17 

34.63 

33.78 

36.77 

1.16 

2.41 

2.91 

4.41 

1.48 

1.51 

1.30 

2.24 

17.91 

19.98 

18.54 

17.57 

4.36 

5.20 

5.13 

5.57 

7.02 

8.C6 

8.C2 

8.67 

1.33 

2.08 

1.92 

2.41 

2.72 

2.79 

3.77 

3.29 

1.28 

2.03 

1.55 

0.63 

1.74 

2.68 

2.54 

2.41 

253 

821 

276 

555 

i  230 

697 

122 

73 

24 

67 

126 

183 

1 

22 

103 

106 

115 

114 

306 

351 

693 

67 

229 

604 

1,273 

15 

63 

316 

323 

1  71 

223 

461 

852 

!  15.2 

.. 

'  7.4 

j 

.  . 

2.3 

1  1 

1 - 1 

9  5  1 

1 

5  ! 

'  II 

III  ' 

IV 

Millions 


11  lul  j  Aug 


18  06  16.18  1  16.90 

12.16  '  10.11  ,  12.06 

4.17  I  4.90  i  3.55 


2.49  I  2.39 

3.31  I  3.01 

0.83  I  0.73 

2.17  2.41 


3.43  1  4.25  4.88  i  5.02  4.31 

0.52  I  0.73  i  1.02  !  1.12  i  0.71 

2.71  ^  3.50  !  4.53  j  5.12  !  4.92 

650  '  432  ;  4-47  1  528  I  757 

160  139  j  29  .  12  '  202 

233  i  165  :  237  i  34  5  265 


2.9  1  3.5 
4.6  i  12.3 


3.1  I  4.8  I  o!4 

'  12.3  i  13.2  i  27.5 

!  :  I 


66.6  i  70.0 

67.5  i  73.4 

70.1 

74.6  i  77.5  1  82.8 

82.7 

'  18.9  21.9 

19.7  '  22.7 

23.0 

23.9  24.8  j  25.3 

22.7 

47.6  i  70.1 

61.8  '  79.0 

78.6 

i  ' 

60.2  1  59.9  71.1 

79  .S 

30.4  j  53.9 

47.3  :  61.0 

61.7 

53.3  j  42.3  56.8 

6U 

50.8  !  57.7 

50.9  1  67.5 

55.9 

70.0  :  68.5  51.7 

1 

i  72.3 

j  15.7  '  21.5 

20.7  1  21.9 

20.2 

23.4  24.1  15.8 

1  18.7 

14.0  '  15.9 

15.7  i  17.0 

15.6 

18.6  ■  20.1  19.8 

1  19.1 

7.2  1  9.2 

7.8  ;  8.3 

11.8 

15.0  ;  12.4  11.8 

1  11.0 

;  37.4  1  44.7 

47.1  ‘  43.6 

43.2 

46.3  i  51.3  54.2 

1  57.0 

1.8/ 

1  1.71 

1 

1.51 

1.46 

1.89 

1.63 

1.97 

1.97 

2.03  ; 

2.37 

.. 

! 

0.43 

0.44 

6.43 

0.48 

0.50 

0.35  ' 

0.68 

■  •  ' 

1 

0.24 

0.32 

0.27 

0.32 

0.37 

0.39  ' 

0.41 

0.78 

!  0.39 

;  0.39 

0.46 

0.53 

0.55 

0.51 

0.61 

0.45 

0.67 

0.22 

‘  C.48 

1  0.70 

0.70 

0.57 

0.61 

0.58 

0.59 

0.70 

0.65 

0.28 

;  0.26 

0.16 

0.25 

0.24 

0.19 

0.23 

0.34 

0.40 

0.55 

1 

'  ■■ 

1.17 

1.59 

1.61 

1.63 

1.86 

1.50 

1.88 

2.3i: 

6.1 

8.5 

'  8.3 

8.3 

i 

1  9.5 

6.7 

7.5 

16.6 

5.6 

7.8 

7.0 

22.4i 

27.5 

23.0 

1.2 

2.5 

2.2 

0.3 

2.4 

3.1 

12.8 

3.1 

0.3 

9.4t 

18.0 

!  16.3 

1  4.0 

4.0 

1  0.9 

0.5 

1.0 

0.8 

2.2 

1.1 

0.4 

4.7;!: 

11.6 

14.6 

10.0 

22.9 

20.8 

18.6 

19.6 

14.2 

14.3 

12.2 

18.2 

3.9:!; 

5.6 

:  7.0 

2.1 

3.7 

4.1 

3.0 

4.5 

5.8 

3.0 

6.1 

5.0 

7.2 

^  14.0 

1 

4.9 

'  5.6 

8.1 

8.5 

9.5 

9.1 

11.7 

7.9 

i 

1  12.8 

12.8 

i  13.2 

i 

17.1 

19.8 

15.5 

19.6 

12.0 

14.5 

15.2 

1 

i  5.8 

i  3.6 

! 

6.2 

7.9 

5.5 

7.7 

2.7 

5.3 

4.7 

! 

1 

■  7.0 

'  8.1 

1  9.0 

,  9.0 

9.1 

1  8.6 

9.3 

8.4 

8.3 

10.7 

1 

5.4 

6.4 

6.4 

7.3 

i  6.7 

i  5.5 

9.9 

4.9 

6.9 

6.0 

!  13.1 

13.2 

14  3 

14.2 

,  15.8 

:  9.3 

14.9 

7.4 

10.0 

11.2 

i 

7.1 

9.0 

10.3 

12.4 

i  14.7 

9.5 

12.9 

14.4 

17.0 

.  18.7 

3.6 

1  3.6 

1  4.2 

5.0 

5.5 

4.1 

6.1 

3.9 

6.2 

^  6.6 

17.2 

1  19.1 

1  19.8 

1  21.7 

?A.5 

13.'. 

22.8 

17.9 

21.7 

i  21.4 

EXTERNAL  TRADE 

6.  VALUE  OF  IMPORTS  BY  PRINCIPAL  COMMODITY  GROUPS  (Cont'd) 

Monthly  averages  or  calendar  months  Millions 


1951  i  1952 

1 

i 

1353 

1 

i 

4.20  1  4.02 

3.64 

22.23  22.95 

22.44 

0.24  0.23 

0.53 

0.52  0.48 

1.03 

0.12  0.16 

0.33 

SARAWAK  (MS) 

Food . 

Mineral  fuels,  lubricants  and 
related  materials  . 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment 
Other  manufactured  qoods 
THAILAND  (Baht) 

Food . 

Mineral  fuels,  lubricants  and 
related  materials 

Chemicals . 

Textiles . 

Machinery . 

Transport  equipment 
Other  manufactured  qoods 
VIET-NAM  (Pr.)<l 

Food . 

Petroleum  and  products 

Textiles . 

Machinery . 

Transport  equipment 


a.  1948-1964  fisrures  for  Ceylon  and  1951-1952  ficurcs  for  Malaya,  re¬ 
classified  by  ECAFE  Secretariat,  may  not  conform  exactly  to  the 
new  classification  beginningr  from  1955  and  1953  respectively. 

b.  Includinj?  FAO/MSA/ECA/  ICA  imports. 


1955  i 

] 

•— T 

.9  5  5  ! 

1954 

i 

- 1 

_ 1 

II  i 

1 

Ill  I  IV  1 

1 

i 

3.35  i 
1 

4.32  ' 

t 

3.S2  1 

4.71  i 

22.40  i 

24.93  i 

23.47  I 

26.40  ' 

0.70 

0.82  1 

0.71 

0.93 

0.57  ' 

0.61  1 

0.60  ; 

0.61  ! 

1.19  i 

1.21  1 

1.08  i 

1.35 

0.33  ’ 

0.37  I 

0.30  i 

0.41  i 

2.10  ! 

i 

2.37  1 

2.22  i 

1 

2.53  i 

1 

53.3 

51.5  I 

1 

58.5 

'50.6  i  59.5  ! 

1 

47.5 

57.0  1 

61.8 

67.0  56.5 

43.9 

48.1 

47.2 

1  43.5  55.1 

105.0 

1  113.4 

86.5 

123.6  144.3 

71.1 

G5.3 

59.9 

61.0  82.6 

44.6 

i  48.7 

55.0 

45.8  50.9 

168.7 

1  191.1 

162.6 

197.2  254.1 

122.0 

89.6 

1  101.1 

81.5  1  75.8 

41.0 

33.7 

1  32.4 

34.4  j  40.2 

1  190.1 

111.2 

133.6 

105.5  67.0 

:  76.2 

G5.4 

65.6 

48.3  100.8 

i  49.3 

52.3 

1  43.2 

i 

50.5  1  67.0 

1 

II  I  Jul 


60.3  64.0 

54.9  54.2 

139.0 

68.8 

45.8 
168.6 

81.8  72.2  54.8 

23.0  42.5  39.6 

125.8  114.9  67.7 

55.3  50.2  68.0 

39.8  30.1  46.8 


c.  Imports  valued  f.o.b. 

d.  See  footnote  h.  Table  4. 

e.  Excluding  electric  machinery. 

f.  Averages  of  Jan-Jun. 


7.  VALUE  OF  EXPORTS  BY  PRINCIPAL  COMMODITIES  AND/OR  COMMODITY  GROUPS 

Monthly  averages  or  calendar  months 


Millions 


i 

i 

1 

; 

: 

i 

1 

9  5 

> 

1  9 

5  6 

1 

IS‘xd 

i 

1351 

1952  ; 

1 

! 

1353 

1354 

1 

1355 

11  1 

III 

IV 

1 

I 

II 

Jul  1 

A.ug 

BRUNEI  (M.S)  ! 

Crude  oil . 

21.85 

23.91 

1 

i 

1 

..  i 

Natural  rubber . 

..  ! 

0.12 

0.33 

BURMA  (K.) 

Rice  and  products . 

48.7t 

60.3 

82.6  1 

70.7 

79.4 

68.1 

89.1 

39.1 

71.4 

7.48 

Natural  rubber . 

0.5t 

2.4 

2.2 

2.0 

2.4 

2.7 

2.7 

2.3 

1.1 

5.6 

4.0 

— 

Teak . 

4.6t 

4.0 

3.0 

2.4 

2.0 

1.8 

1.6 

2.7 

1.5 

0.4 

1.7 

0.2 

Base  metals  and  ores  .... 

1.8t 

3.5 

5.0 

4.6 

3.8 

4.9 

4.9 

5.3 

5.9 

5.9 

5.0 

1.1 

CAMBODIA  (Ri) 

Rice . 

38.5 

69.5 

9.3 

10.2 

8.2 

0.5 

2.1 

59.2 

Maize . 

8.0 

16.9 

12.5 

6.2 

10.5 

28.4 

12.1 

12.6 

Natural  rubber . 

.. 

25.8 

34.3 

51.1 

32.3 

56.6 

76.4 

49.5 

29.7 

•  • 

CEYLON  (Rs.) 

Tea . 

49.2 

66.7 

60.3 

68.8 

33.6 

99.5 

85.6 

92.9 

100.1 

85.6 

89.5 

88.1 

87.4 

Coconut  and  products  .... 

12.8 

26.9 

19.5 

20.5 

18.2 

19.0 

16.4 

22.9 

22.7 

14.9 

16.2 

20.7 

20.5 

Natural  rubber . 

12.0 

48.5 

31.1 

28.1 

23.8 

29.2 

23.3 

20.4 

43.0 

21.6 

24.6 

41.3 

16.2 

CHINA  (Taiwan  only,  NTS) 

Rice . 

19.5 

18.6 

17.4 

9.4 

37.3 

7.5 

36.8 

51.6 

24.7 

46.3 

Fruits,  fresh,  dried  and  preserved 

7.5 

9.9 

8.1 

10.7 

12.3 

11.2 

19.6 

14.0 

13.1 

21.1 

25.4 

49.1 

Tea . 

8.6 

7.1 

8.8 

12.1 

7.0 

5.0 

12.7 

8.7 

5.2 

10.6 

8.3 

8.6 

Sugar . 

64.6 

72.0 

111.2 

70.2 

79.8 

111.4 

90.6 

51.1 

195.4 

124.9 

58.3 

60.1 

IIDIA  (Rs) 

1  Food  and  drink . 

58.9 

119.6 

109.1 

117.2 

143.4 

128.1 

98.9 

121.3 

135.1 

157.3 

111.6 

99.1 

170.1 

Tea . 

46.5 

78.7 

66.7 

85.5 

108.9 

97.2 

36.3 

129.1 

,  99.2 

115.0 

69.6 

64.4 

137.3 

i  Spices . 

4.0 

24.9 

19.0 

13.8 

11.2 

8.5 

8.3 

4.9 

10.6 

11.4 

6  2 

5.5 

7.0 

Raw  materials  and  articles  mainly 
unmanufactured . 

90.3 

177.7 

116.4 

97.4 

83.2 

134.2 

130.8 

135.7 

!  139.9 

150.6 

105.8 

! 

!  85.4 

80.5 

Cotton,  raw  and  waste  . 

18.6 

1  21.4 

20.3 

16.7 

15.3 

28.3 

21.0 

39.2 

1  30.9 

1  40.2 

18.3 

:  14.1 

10.7 

Hides  and  skins,  raw  or 
undressed . 

!  5.0 

i  8.3 

4.9 

4.9 

5.6 

1 

5.6 

j  5.3 

'  4.2 

!  6.1 

5.2 

1  2.9 

2.5 

Vegetable  oil  other  than 

1  aromatic . 

1 

i  10.9 

25.4 

!  20.0 

7.8 

i  7.4 

30.3 

36.8 

;  24.7 

i 

1  24.7 

28.0 

i  24.6 

1  4.9 

j  8.0 

Articles  manufactured  and  mainly 
manufactured . 

1  192.3 

347.6 

j  244.6 

1  201.5 

1  213.2 

210.5 

!  205.4 

!  236.1 

1 198.6 

185.8 

i  191.9 

j  199.3 

.  203.8 

Cotton  yarns  and  manufactures 

!  30.8 

78.4 

1  60.4 

1  52.8 

59.7 

52.5 

!  51.1 

1  55.2 

1  51.8 

53.4 

j  50.1 

47.6 

!  43.1 

lute  yams  and  manufactures  . 

'  126.3 

1  200.3 

!  135.6 

1  92.1 

1  101.1 

105.2 

]  102.7 

'  126.9 

1  91.5 

73.0 

1  91.1 

94.7 

i  115.5 

Hides,  skins  and  leather 

i  9.9 

1  27.8 

;  14.6 

1  21.1 

1  18.2 

17  2 

■  15.5 

1  20.4 

!  18.8 

21.8 

16.3 

'  16.2 

1  17.3 

86 

EXTERNAL  TRADE 


7.  VALUE  OF  EXPORTS  BY  PRINCIPAL  COMMODITIES  AND/OR  COMMODITY  GROUPS  (Coned) 

Monthly  averages  or  calendar  months  Mitliom 


i 

i 

1 

1 

1 

1 

1 

9  5 

^  i 

1  9 

5  6 

' 

1 

1952 

! 

1 

II  i 

1 

III 

IV  I 

1 

11  1 

Jul  1 

Auq 

INDONESIA  (Rp.) 

Tea . i 

1.8  1 

11.6  ‘ 

20.9  i 

22.3  1 

37.8  ! 

29.7 

24.1  i 

24.0  : 

35.5  , 

24.0  ' 

31.0  ; 

30.6  i 

19.8 

Copia . ' 

13.1  1 

40.7 

43.2  : 

54.1  1 

54.8  1 

40.6 

40.0  ' 

50.3 

35.4  i 

21.2  : 

41.4  1 

47.6 

56.4 

Natural  rubber . 1 

21.3 

206.9 

344.7  1 

256.6 

251.1  1 

407.8 

335.7  , 

416.3  1 

575.0  : 

232.7  i 

334.3  ! 

307.5  ' 

446.4 

Tin  ore . | 

12.3 

25.7 

81.8  : 

76.8  ! 

56.5  i 

56.5 

61.2 

58.3  ; 

59.3  ' 

52.2  , 

50.0  i 

67.8  , 

61.9 

Petroleum  and  products 

21.7 

52.8 

162.1  j 

191.0  I 

214.9  1 

201.9 

199.7 

192.5  ' 

218.8  ' 

174.5 

226.4  ; 

164.4  1 

260.3 

JAPAN  (’000  Mn.  Y.) 

Food . 

2.02  j 

2.87  ’ 

1 

3.72 

i 

3.92 

3.93 

2.89 

4.06 

5.24 

5.38 

i 

5.09  1 

i 

5.62  1 

4.99 

Fish  and  fish  preporations  . 

1.06  1 

1.37 

1.82 

2.23  ; 

2.27 

1.77 

2.48  i 

3.01  1 

3.47 

3.50  1 

3.98 

Crude  materials  (inedible)  other 
than  fuels . 

2.34  i 

2.52  1 

2.09 

2.50 

2.94 

2.33 

3.03 

4.14  , 

2.53 

2.67 

2.71 

3.31 

Textile  fibres,  raw  .... 

1.84  ! 

1.47  1 

1.42 

1.54 

1.74 

1.18 

2.08 

2.36 

1.40 

1.37 

1.46 

1.77 

Chemicals . 

1.10 

1.20 

1.87 

2.37 

2.82 

3.13 

2.33 

3.17 

3.22 

3.37 

3.47 

3.27 

Textiles . 

16.07  1 

10.99  ' 

11.27 

16.50 

17.55 

16.42 

17.73 

21.29 

19.90 

18.66 

18.11 

18.08 

Base  metals  and  manufactures 

8.94 ; 

10.22 

5.62 

7.51 

11.61 

10.70 

12.13 

13.02 

10.05 

10.85 

11.47 

10.27 

Machinery . 

3.28  ' 

3.48 

2.14 

3.86 

3.83 

4.15 

3.93 

4.09 

3.90 

10.73 

10.43 

17.93 

Transport  equipment  .... 

.  .  1 

0.93  i 

1.08 

3.52 

2.20 

3.57 

2.33 

2.78 

5.93 

7.0G 

9.07 

5.44 

13.08 

Other  manufactured  goods 

i 

6.31  i 

6.14 

6.82 

9.22 

12.97 

12.23 

14.21 

15.45 

13.08 

16.33 

18.83 

18.74 

KOREA  (South,  H.) 

Food . 

3.3 

19.8 

52.0 

67.4 

42.7 

53.0 

6.3 

62.2 

23.1 

50.4 

117.8 

73.0 

Crude  materials  (inedible)  other 
than  fuels . 

3.8  j 
1.0 

33.2 

131.7 

235.0 

426.6 

553.5 

620.0 

510.5 

671.2 

740.9 

1,066.8 

593.0 

946.0 

Chemicals . 

0.4 

0.5 

3.5 

16.2 

31.5 

47.0 

84.6 

50.6 

32.4 

50.6 

53.8 

1.9 

2.7 

Manufactured  goods  .... 

0.8 

0.8 

6.9 

17.8 

26.5 

64.7 

85.2 

55.9 

57.8 

83.8 

121.8 

44.6 

149.7 

LAOS  (Kip) 

Wood  and  lumber . 

.. 

.. 

.. 

1.00 

0.-13 

2.30 

0.99 

0.43 

0.14 

.. 

Tin  ore  . 

0.75 

- 

— 

0.59 

3.03 

0.90 

•  • 

Gums  and  resins . 

.. 

0.59 

0.49 

0.95 

0.81 

0.21 

0.33 

Plants  for  use  in  medicine  and 
perfumery . 

0.09 

0.03 

0.11 

0.12 

0.C5 

0.09 

MALAYA  (MS) 

Food . 

11.2 

28.4 

27.9 

21.0 

25.5 

21.4 

19.6 

23.8 

21.0 

21.5 

26.2 

28.3 

30.5 

Vegetable  oils . 

6.8 

11.0 

8.4 

7.7 

9.1 

8.8 

7.6 

9.3 

9.2 

8.0 

9.6 

10.8 

11.1 

Natural  rubber . 

73.2 

330.1 

157.6 

103.2 

110.7 

194.1 

163.8 

221.4 

218.2 

135.2 

149.0 

140.0 

164.7 

Tin  (block,  ingots,  bars  or  slabs) 

17.9 

43.2 

43.0 

32.6 

34.6 

36.1 

32.3 

40.7 

34.2 

40.3 

39.3 

33.3 

39.3 

NORTH  BORNEO  (MS) 

Copra . 

0.14 

1.31 

0.62 

0.73 

1.15 

1.13 

1,23 

1.46 

1.15 

1.34 

1.74 

Rubber  . 

1.54 

7.18 

3.26 

1.95 

2.03 

3.84 

3.08 

4.66 

4.73 

3. Co 

2.84 

Timber . 

0.25 

0.85 

0.63 

1.03 

1.46 

1.81 

1.74 

2.04 

2.00 

2.15 

1.92 

PAKISTAN  (Rs.) 

Tea . 

j  3.1:; 

50 

2.7 

2.9 

3.9 

2.9 

1.5 

3.1 

3.6 

2.2 

2.6 

3.6 

1 

Raw  jute . 

,  59.31; 

96.9 

58.0 

47.6 

45.4 

58.0 

46.2 

39.6 

81.2 

114.4 

41.0 

21.7 

Raw  cotton . 

i  31.61; 
1  2.81. 

G0.2 

72.0 

,  52.7 

i  29.1 

33.6 

38.1 

37.0 

30.9 

43.4 

37.6 

30.1 

I 

i 

Raw  wool . 

4.9 

4.1 

4.3 

;  3.5 

5.6 

5.6 

5.3 

7.8 

4.6 

5.0 

7.7 

Hides  and  skins . 

3.1t 

4.9 

2.8 

!  3.3 

2.8 

2.6 

!  2.5 

;  3.2 

2.7 

3.9 

3.1 

3.2 

1  •• 

PHILIPPINES  (P.) 

Coconut  and  coconut  preparations 

1 

34.8 

20.3 

1  26.3 

27.4 

25.0 

'  22.0 

1 

!  28.7 

25.2 

25.6 

28.2 

25.5 

1 

Sugar  and  related  products 

j 

12.6 

16.8 

,  17.0 

18.4 

18.6 

1  28.6 

9.0 

14.1 

21.4 

,  22.3 

17.5 

Fibres  and  manufactures  . 

1 

12.8 

7.4 

7.2 

4.9 

5.1 

5.1 

5.3 

'  5.1 

5.8 

'  7.0 

7.5 

Minerals  and  metals  .... 

i 

4.4 

5.8 

5.9 

5.9 

1  6.7 

6.2 

7.7 

7.4 

7.9 

j  7.6 

11.1 

i 

Logs,  lumber  and  timber  . 

2.9 

1  3.2 

4.8 

1  5.9 

6.9 

8.6 

i  8.2 

i 

5.9 

7.1 

SARAWAK  (MS) 

Pepper  . 

1 

0.10 

1.49 

I 

2.75 

4.12 

i 

3.64 

2.S4 

1.87= 

1 

(.40<' 

1.80= 

j 

1 

Rubber  . 

!  2.33 

■  13.24 

5.43 

2.64 

2.87 

6.64 

1  6.54 

1  7.93 

i  7.22 

1 

5.35' 

! 

1  •• 

Timber,  sawn  and  logs 

i  0.39 

0.74 

1.16 

<  1.16 

1.83 

1.82= 

.84<* 

I 

1.04' 

Mineral  fuels,  lubricants  and 
related  materials . 

! 

1  9.31 

i 

j  24.90 

1 

1  25.08 

24.42  j  24.46 

26.74 

j  24.28 

29.27 

,  27.76 

i 

j  28.95= 

.. 

! 

THAILAND  (Baht)“ 

Rice . 

1 

1 

104.6 

1  20S.7 

1 

1  323.4 

1 

;  318.9 

!  235.9 

1  263.7 

338.6 

!  244.5 

190.7 

( 

1 

217.3 

1 

1  246.4 

1  240.1 

Natural  rubber . 

27.7 

'  101.8 

1  79.3 

56.1 

77.5 

'  150.0 

120.7 

>  181.8 

159.5 

1  152.1 

105.9 

95.0 

Teak . 

7.2 

1  12.8 

8.2 

*  11.1 

,  17.3 

22.1 

,  21.0 

22.5 

28.1 

!  23.3 

,  23.8 

1  28.0 

Tin  ore  and  concentrates  . 

1  12.2 

j 

1  25.2 

j  32.7 

29.3 

31.4 

,  36.7 

;  32.1 

1  38.6 

1  43.7 

33.1 

37.4 

41.7 

VIET-NAM  (Pr.)'> 

Rice  and  products . 

62.4 

( 

1  44.9 

1 

1  52.5 

i 

64.2 

!  23.2 

,  33.1 

1  17.2 

1  0.3 

1  - 

i 

t 

1.4 

Natural  rubber . 

' 

102.7 

1 

1  71.8 

1  70.5 

1  68.7 

j  122.7 

i  108.5 

1 

124.6 

180.5 

'  134.5 

52.0 

j  121.9 

1  184.6 

a.  From  1952  onwards  Baht  value  is  obtained  by  converting  foreign  c.  Monthly  average  of  Jan-Jun.  I 

currencies  at  free  market  buying  rate.  d.  Monthly  average  of  Jul-Dec.  I 

zi:_ _ J 
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8.  QUANTITY  OF  EXPORTS  OF  SELECTED  COMMODITIES 

Monthly  averages  or  calendar  months  Thousand  tons 


1943 

1951 

1952 

1953 

1 

9  5  5 

1  9 

5  6 

1 

II 

III 

IV 

I 

11 

lul 

Aug 

RICE 

Burma . 

105.9r 

110.2 

109.4 

86.9 

129.6 

141.5 

170.8 

93.2 

160.7 

164.6 

153.7 

140.9 

215.6 

Cambodia . 

20.7 

17.5 

11.5 

24.7 

8.0 

21.2 

4.0 

0.3 

1.0 

14.8 

China  (Taiwan  only) 

0.8 

7.1 

8.8 

4.9 

3.0 

14.2 

2.9 

14.2 

19.3 

5.8 

12.4 

_ 

_ 

Thailand  .  . . 

67.7 

131.4 

118.8 

111.7 

83.5 

104.0 

127.0 

96.5 

77.1 

97.0 

108.3 

104.6 

Viel-Ncm . 

23.0 

12.8 

8.6 

14.6 

6.8 

10.4 

4.0 

0.1 

— 

_ 

0.3 

0.5 

SUGAR 

China  (Taiwan  only) 

21.3 

23.6 

38.3 

72.9 

43.5 

48.8 

68.6 

55.9 

31.2 

76.0 

49.4 

22.5 

24.0 

Indonesia  . 

5.3 

Ha 

7.8 

17.7 

3.5 

7.6 

45.6 

18.3 

1.4 

19.3 

11.7 

Philippines . 

18.1 

47.2 

64.3 

72.4 

116.8 

34.1 

61.2 

93.9 

84.3 

68.9 

40.3 

TEA 

Ceylon . 

11.2 

11.5 

12.8 

13.6 

■RliB 

13.7 

14.4 

14.4 

12.9 

14.0 

14.4 

15.2 

India . 

13.2 

17.0 

■IdlB 

18.8 

16.8 

■m 

5.8 

17.9 

15.9 

20.9 

13.1 

11.3 

21.0 

Indonesia . 

0.7 

Hl9 

Bn 

2.4 

3.4 

1.8 

2.3 

3.2 

2.4 

3.2 

3.3 

2.1 

Japan . 

0.3 

■dB 

0.8 

1.1 

1.4 

1.2 

2.2 

1.5 

0.9 

0.6 

0.8 

1.3 

Pakistan . 

1.2 

1.8 

0.9 

1.0 

0.8 

0.4 

0.3 

0.5 

0.5 

0.4 

0.5 

0.7 

0.7 

HIDES  AND  SKINS 

India**  (net  export  in  tons)  . 

1.086 

1,325 

615 

478 

424 

366 

177 

— 

682 

363 

357 

156 

_ 

Pakistan  ('000  pieces)  . 

869*' 

944 

719 

898 

811 

749 

693 

958 

718 

933 

789 

COPRAb  and  COCONUT  OIL 

Ceylon . 

9.2 

10.3 

11.1 

9.0 

8.2 

11.6 

10.8 

14.1 

14.7 

8.8 

10.5 

12.5 

11.3 

Indonesia  (copra)  .... 

12.1'' 

27.2 

17.4 

15.6 

14.8 

11.8 

11.4 

15.8 

9.8 

5.4 

11.9 

14.8 

18.4 

Malaya . 

7.1 

10.4 

8.7 

8.7 

10.0 

9.9 

8.3 

■ns 

11.3 

8.3 

9.6 

10.4 

12.0 

N.  Borneo . 

0.3 

0.9 

0.6 

0.7 

1.4 

1.8 

1.9 

1.8 

2.1 

2.6 

Philippines . 

35.3 

45.0 

40.3 

35.1 

43.8 

46.4 

39.5 

53.4 

52.0 

49.8'' 

54.7 

47.6 

58.5 

PALM  KERNELS'*  AND  OIL 

Indonesia  (palm  oil) 

3.3 

8.1 

10.1 

11.0 

11.7 

9.7 

6.8 

13.3 

8.8 

9.9 

5.2 

21.2 

Malaya . 

4.4 

4.5 

4.3 

4.6 

■SI 

5.1 

4.7 

5.1 

5.2 

5.9 

5.1 

3ROUND  NUTS'*  AND  OIL 

India . 

5.5 

5.8 

5.6 

1.7 

14.8 

18.8 

7.0 

9.1 

11.0 

0.2 

— 

— 

HATUR.AL  RUBBER 

Brunei . 

0.2 

0.2 

0.2 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

0.1 

Burma . 

0.8 

0.8 

1.2 

0.9 

1.0 

0.9 

1.0 

0.4 

0.1 

0.7 

0.7 

Cambodia . 

1.4 

1.5 

2.2 

1.5 

2.3 

3.0 

2.3 

1.7 

2.7 

2.7 

'P.S 

8.8 

7.6 

8.2 

8.2 

7.5 

5.6 

10.7 

9.2 

4.5 

4.9 

13.0 

Indonesia . 

3'5.b 

67.2 

61.8 

57.1 

61.7 

61.1 

56.7 

■HilTM 

74.2 

40.6 

56.2 

62.2 

84.1 

Malaya  (net  export)  .... 

57.5 

51.5 

48.4 

48.2 

48.3 

53.5 

53.3 

53.5 

52.1 

54.0 

50.6 

38.0 

40.7 

N.  Borneo  . 

1.7 

1.8 

1.6 

1.4 

1.4 

1.7 

1.6 

1.8 

1.9 

1.7 

1.6 

1.9 

1.7 

Sarawak . 

3.4 

3.6 

2.7 

2.0 

1.9 

3.3 

^KinB 

3.6 

3.2 

3.9 

3.7 

3.3 

3.4 

Thailand . 

8.1 

9.2 

8.3 

8.1 

9.9 

11.0 

9.7 

12.3 

10.5 

11.8 

10.6 

9.2 

8.9 

Viet-Nam . 

4.5 

5.3 

5.0 

4.6 

5.2 

4.2 

5.7 

6.6 

5.9 

3.8 

5.6 

8.0 

:OTTON,  RAW 

8.0 

2.3 

4.4 

3.8 

2.3 

7.9 

4.1 

13.1 

10.0 

13.7 

4.8 

3.1 

1.8 

Pakistan . 

13.6 

18.3 

20.4 

23.6 

11.8 

14.0 

18.2 

14.3 

11.2 

18.1 

13.2 

10.2 

:OTTON  YARN  (tons) 

Hong  Kong  . 

1,732 

1,300 

1,190 

1,172 

1,228 

1,268 

1,430 

1,088 

1,417 

1,331 

727 

1,037 

lapan . 

453 

1,025 

1,117 

801 

1,117 

991 

1,039 

900 

1,239 

1,443 

882 

579 

751 

Malaya . 

22 

167 

119 

113 

54 

9 

1 

— 

14 

10 

21 

414 

3 

COTTON  PIECE  GOODS 
(Mn  sq.  metres) 

llio.i 

Hong  Kong  . 

12.2*‘ 

9.3 

11.3 

11.5 

12.1 

7.5 

8.5 

9.0 

10.6 

10.3 

India  (Mn  metres)  .... 

23.5 

59.1 

45.7 

50.0 

65.6 

56.9 

58.5 

58.3 

51.8 

56.9 

56.0 

52.6 

44.1 

lapan . 

28.2 

75.3 

52.0 

63.7 

89.0 

79.3 

68.6 

77.9 

100.7 

101.2 

72.3 

65.5 

69.8 

Malaya . 

7.5'-‘ 

1114.5 

9.6 

8.0 

2.7 

5.0 

4.2 

8.2 

3.2 

6.1 

5.4 

3.3 

5.2 

KITE 

Pakistan  (raw) . 

28.lt 

88.7 

70.0 

81.7 

74.3 

81.8 

68.6 

58.6 

104.6 

136.0 

44.0 

11.0 

22.5 

India  (bag  and  cloth)  . 

78.4 

67.1 

60.0 

60.3 

67.8 

79.6 

67.7 

85.4 

ESI 

54.9 

67.8 

68.6 

87.3 

®IP,  RAW 

1  Philippines . 

6.2 

10.3 

9.1 

9.3 

8.2 

9.3 

9.4 

9.8 

8.9 

9.2 

11.8 

11.4 

11.6 

Ihn  CONCENTRATES  (tons) 

1  Burma . 

155 

125 

118 

83 

67 

81 

81 

81 

81 

81 

81 

81 

81 

1  Indonesia . 

2,753 

2.604 

2,929 

2,771 

2.874 

2,689 

!  3,004 

2,737 

2,382 

2,227 

2,914 

2,657 

Thailand . 

479 

746 

825 

863 

806 

935 

645 

926 

944 

960 

1.058 

1.016 

CIN  METAL  (tons) 

Malaya . 

3,998 

5,500 

5,429 

5,228 

5,950 

1 

6,025 

5,484 

1  6,696 

5,504 

6,213 

6,269 

5,940 

6,327 

?ETROLEUM  AND  PRODUCTS 

Brunei  (Crude  oil)  .... 

224 

415 

423 

406 

398 

433 

1  Indonesia . 

321 

506 

618 

800 

824 

789 

757 

7G1 

1  871 

707 

940 

619 

1,082 

Malaya . 

82 

163 

204 

225 

235 

263 

198 

315 

377 

f  229 

1 

146 

176 

s.  Prior  to  1955,  yeaia  boK'nnine  1  April, 
b-  In  terms  of  oil  equivalent, 
c.  Year  beginning:  1  April. 


d.  Excludinic  c.xports  to  Sintcapore  from  Indonesia. 

e.  Million  metres. 
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9.  INDEX  NUMBERS  OF  UNIT  VALUE,  QUANTUM  AND  TERMS  OF  TRADE 

1953=100’^ 


1948 

1950 

1951 

1952 

1953 

1954 

1955 

] 

19  5: 

5 

1  9 

5  6 

11 

111 

IV 

1  1 

II 

Jul 

Aug 

A.  Unit  Value 


BURMA 

7 

Impoits . 

14  If 

189t 

1 11291 

115 

■  1 

93 

87 

77 

77 

64 

Exports . 

58t 

62t 

il  74t 

94 

11 

77 

62 

63 

55 

59 

64 

53 

53 

CEYLON 

Imports:^  General  . 

88 

il 

102 

110 

100 

83 

89 

83 

89 

91 

93 

95 

mm 

95 

Exports:*)  General  . 

72 

104 

126 

93 

ICO 

112 

117 

no 

107 

115 

no 

108 

103 

Tea . 

81 

1  102 

106 

94 

126 

134 

125 

116 

127 

123 

122 

113 

115 

Rubber  . 

45 

illOO 

165 

114 

88 

101 

96 

104 

no 

104 

93 

96 

89 

All  coconut  products 

79 

||114 

134 

83 

100 

94 

79 

75 

76 

76 

73 

79 

80 

77 

Imports  (Central  Bank 

index) . 

85 

84 

101 

108 

92 

86 

86 

83 

83 

93 

92 

30 

92 

Consumer  goods  . 

85 

84 

99 

107 

91 

84 

83 

84 

83 

85 

86 

84 

85 

Capital  goods 

82 

83 

107 

113 

95 

97 

98 

104 

106 

118 

113 

107 

■ly 

CHINA  (Taiwan  only) 

Imports . 

111 

108 

111 

116 

109 

no 

103 

109 

112 

Exports . 

113 

105 

110 

103 

109 

120 

104 

107 

100 

INDIAt 

Imports:  General  . 

109 

Tim 

97 

95 

95 

96 

95 

94 

97 

95 

Food,  drink  and  tobacco 

99 

100 

85 

88 

90 

83 

93 

83 

88 

89 

Raw  materials  and 

semi-manufactures 

104 

Vi« 

99 

97 

100 

101 

99 

93 

103 

99 

Manufactures 

115 

■  1 

99 

98 

96 

97 

98 

97 

99 

98 

Exports:  General  . 

109 

■  9 

107 

98 

96 

102 

39 

101 

97 

98 

Food,  drink  and  tobacco 

94 

100 

122 

105 

95 

117 

105 

103 

105 

99 

Raw  materials  and 

semi-manufactures 

100 

100 

99 

90 

91 

91 

35 

97 

98 

109 

Manufactures 

120 

99 

96 

99 

98 

94 

95 

91 

92 

INDONESIA® 

Exports:  General  . 

24 

42 

62 

1 

127 

■Em 

100 

125 

113 

113 

130 

123 

109 

113 

Estate  produce  . 

20 

37 

55 

1 

123 

ICO 

99 

121 

112 

129 

122 

120 

108 

no 

Peasant  produce 

27 

46 

66 

130 

100 

100 

128 

114 

146 

135 

126 

109 

116 

Forest  produce  . 

26 

26 

39 

i 

94 

104 

81 

80 

79 

77 

83 

76 

72 

IAPAN‘1 

Imports . 

90 

124 

114 

■EEl 

96 

94 

91 

93 

95 

94 

95 

97 

93 

Exports . 

82 

122 

103 

100 

93 

91 

91 

90 

92 

33 

93 

95 

96 

MALAYA® 

Imports . 

83 

96 

120 

108 

'IlOO 

90 

92 

91 

90 

95 

95 

91 

Exports . 

67 

118 

172 

125 

llloo 

94 

120 

no 

125 

130 

121 

107 

PAKISTAN 

Imports:  General  . 

91 

116 

102 

100 

93 

119 

103 

118 

156 

155 

Food,  drink  and  tobacco 

91 

118 

105 

100 

124 

143 

173 

199 

214 

Raw  materials 

104 

135 

112 

ICO 

96 

104 

93 

103 

126 

130 

Manufactures 

89 

113 

99 

100 

92 

111 

94 

105 

148 

143 

Exports:  General^  . 

144 

194 

142 

ICO 

107 

113 

111 

113 

129 

135 

144 

Jute . 

158 

200 

146 

100 

105 

121 

116 

117 

134 

145 

Cotton . 

137 

209 

156 

100 

110 

no 

97 

116 

121 

120 

Wool . 

78 

129 

82 

100 

97 

102 

104 

111 

101 

129 

Tea . 

128 

121 

100 

100 

134 

HI 

174 

214 

212 

163 

PHILIPPINES 

Imports®' . 

105 

94 

106 

105 

100 

96 

96 

95 

96 

98 

101 

100 

103 

mm 

Exports . 

118 

97 

104 

82 

100 

89 

81 

81 

80 

80 

S3 

83 

83 

64 

THAILAND 

Exports: 

Effective  price  in  Baht  . 

83 

93 

117 

104 

ICO 

97 

122 

111 

133 

143 

123 

122 

Price  in  US$  (IFS  index) 

98 

88 

104 

102 

100 

93 

88 

87 

83 

91 

84 

79 

VIET-NAM*) 

Imports . 

71 

75 

81 

100 

101 

II 

93 

II 

85 

85 

86 

115 

Exports . 

72 

90 

88 

100 

94 

II  99 

100 

II  92 

101 

108 

81 

82 

. 
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9.  INDEX  NUMBERS  OF  UNIT  VALUE,  QUANTUM  AND  TERMS  OF  TRADE  (Cont'd.) 

1953=100^ 


1948  1950  1951  1952  1953  1954  1955 


1 

9  5  5 

II 

III 

IV 

B.  Quantum 


CEYLON 

Imports:*’  General  . 
Exports:*’  General  . 

Tea . 

Rubber  . 

All  coconut  products 
Imports  (Central  Bank 

index) . 

Consumer  goods  . 

Capital  goods 
CHINA  (Taiwan  only) 

Imports  (ordinary  and  ICA) 

Exports . 

Food . 

INDIAJ 

Imports:  General  . 

Food,  drink  and  tobacco 
Raw  materials  and 
semi-manufactures 
Manufactures 
Exports:  General  . 

Food,  drink  and  tobacco 
Raw  materials  and 
semi-manufactures 
Manufactures 
lAPANd 

Imports:  General  . 

Foods  . 

Raw  materials  . 
Mineral  fuels 
Chemicals  .  .  .  . 

Machinery  .  .  .  . 

Exports:  General  . 


Chemicals 

Manufactured  goods 
Textiles 


Machinery 

MALAYA® 


VIET-NAM*> 


BURMA 
,  CEYLON  . 

I  CHINA  .  . 

INDIAt  .  . 

!  JAPAN  .  . 

,  MALAYA  . 
PAKISTAN  . 
PHILIPPINES 
VIET-NAM*' . 


123 

95 

132 

146 

99 

97 

103 

109 

108 

108 

100 

106 

96 

118 

93 

96 

89 

95 

103 

104 

105 

98 

69 

8S 

68 

85 

118 

125 

144 

70 

105 

99 

115 

159 

105 

115 

109 

103 

114 

171 

101 

101 

104 

109 

117 

117 

97 

106 

100 

106 

93 

146 

113 

93 

133 

171 

03 

1G5 

126 

162 

140 

186 

149 

179 

149 

226 

112 

157 

107 

123 

110 

118 

110 

125 

111 

121 

87 

108 

113 

II  91 

113 

11132 

C.  Terms  of  Trade 

Perecntaae  of  unit  value  index  of  exports  to  unit  value  index  of  imports. 


41t 

33t 

II  57t 

82 

11120 

124 

92 

98 

80 

120 

143 

153 

167 

li2 

103 

98 

102 

120 

78 

79 

132 

124 

99 

89 

103 

101 

96 

96 

130 

121 

99 

107 

85 

86 

11106 

108 

75 

167 

62 

13 

102 

96 

117 

112 

98 

102 

120 

no 

102 

108 

76 

94 

101 

98 

100 

93 

124 

106 

99 

90 

123 

109 

103 

104 

130 

97 

96 

102 

64 

76 

87 

87 

101 

85 

39 

149 

139 

131 

86 

42 

31 

118 

86 

78 

190 

206 

197 

116 

101 

96 

124 

92 

103 

171 

121 

83 

95 

99 

98 

122 

141 

143 

147 

107 

112 

95 

114 

124 

149 

165 

158 

127 

129 

111 

143 

164 

215 

198 

221 

213 

127 

122 

151 

189 

203 

196 

212 

134 

128 

146 

144 

202 

211 

219 

200 

199 

215 

203 

226 

193 

184 

133 

183 

173 

181 

195 

166 

228 

293 

203 

330 

133 

137 

120 

121 

96 

116 

118 

124 

129 

139 

133 

120 

no 

108 

88 

73 

64 

85 

48 

109 

71 

77 

125 

119 

109 

101 

104 

107 

96 

98 

137 

127 

83 

81 

83 

120 

128 

a.  Oriftinal  base:  Burma,  Apr  193C-Mar  1941  for  the  period  prior  to 
1953,  1952  since  1953:  China,  1952;  Ceylon,  1934-38  for  1948,  1948  since 
1950;  India,  Apr  1952/Mar  1953;  Indonesia,  1938;  Japan,  1934-36 
for  1948,  1950  since  1950;  Malaya,  1938  for  period  prior  to  1953, 
1952  since  1953:  Pakistan,  Apr  1948^Mar  1949;  Philippines,  1948- 
1949:  Viet-Nam.  1949. 

b.  All  trade  indexes  since  1950  except  the  annual  import  price  index 
have  been  computed  on  a  fixed  base  (1948)  weights  method.  The 
annual  import  price  index  has  been  computed  by  using  moving 
current  weights  on  1948  base. 


c.  Weighted  index  number  of  18  export  products  at  f.o.b.  prices. 
The  rise  beginning  Feb  1952  is  principally  due  to  the  change  in 
the  conversion  rate  of  the  rupiah  from  3.80  (excluding  the  value 
of  exchange  certificates)  to  11.40  per  dollar. 

d.  Indexes  compiled  by  Ministry  of  Finance.  The  commodity  groups 
are  abridged  titles  of  selected  SITC  sections  and  divisions. 

e.  Figures  from  1953,  though  linked  to  previous  figures,  have  different 
treatment  in  imports  and  exports  of  petroleum  products. 

f.  Index  of  f.o.b.  export  prices. 

g.  Based  on  f.o.b.  import  prices. 

h.  See  footnote  h.  Table  4. 
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PRICES  10.  INDEX  NUMBERS  OF  WHOLESALE  PRICES 

1953=100^ 


1950 

1951 

BURMA 

All  agricultural  produce 

104 

121 

Cereals . 

105 

112 

Non-food  agricultural  produce 

142 

148 

CHINA  (Taipei) 

General  index . 

45 

75 

Food . 

47 

63 

Apparel . 

32 

89 

Fuel  and  light . 

55 

73 

Metals  and  electrical  materials 

44 

84 

Building  materials . 

43 

62 

Manufacturing  products 

85 

Industrial  materials . 

80 

INDIA 

General  index . 

102 

112 

Food  articles . 

108 

108 

Industrial  raw  materials  . 

109 

132 

Semi-manufactured  articles 

96 

106 

Manufactured  goods  .... 

95 

108 

INDONESIA  (Djakarta) 

(imported  goods) 

All  articles . 

72 

99 

Provisions . 

41 

68 

Textile  goods . 

120 

109 

Chemicals . 

58 

99 

Metals . 

60 

103 

JAPAN 

General  index . 

70 

97 

Edible  form  products  .... 

68 

84 

Other  foodstuffs . 

90 

99 

Textiles . 

91 

126 

Chemicals . 

73 

102 

Metal  and  machinery  .... 

59 

109 

Building  materials . 

52 

77 

Fuel . 

Go 

79 

Producer  goods . 

63 

97 

Consumer  goods . 

79 

96 

KOREAb  (Seoul,  Aug-Dec  1953  =  100) 

General  index  . 
Food  grains  . 

Textile  raw  materials 
Textiles 

Building  materials 
Fertilizers 

PHIUPPINES  (Manila) 
General  index 
Food  .... 
Crude  materials  . 
Mineral  fuels 
Chemicals 

Manufactured  goods 


Domestic  products  . 
Exported  products 
Imported  products 
THAILAND  (Bangkok) 

General  index 
Agricultural  produce® 
Foodstuff® 

Clothes  .... 

Fuel . 

Metal . 

Construction  materials 
VIET-NAM  (Saigon-Cholon) 
General  index  . 

Rice  and  paddy  . 

Other  food  products 
Fuel  and  mineral  products 
Raw  materials 
Semi-finished  products 
Manufactured  products 


Local  products  . 
Imported  products 


7 

7 

9 

9 

5 

10 

98 

99 
97 
92  I 
94  I 

104  i 
I 

99 

99 

94 

94 

115 

82 

122 

92 

120 

79 

65 
53 
62 

80 
85 

66 
74 

64 

69 


110 

110 

101 

99 

120 

137 

108 

103 

119 

101 

135 

82 

143 

98 
140 

90 

77 

57 

68 

82 

121 

82 

99 

75 

84 


Original  base:  Burma,  1938-40;  China.  Jan-Jun  1937;  India,  Sep  1938, /Aug  1939;  Indoneein.  1938;  Japan,  Jan  1948  for  1950-51,  1952 
since  1962;  Korea,  1947;  Philippines,  1949:  Thailand,  Apr  1938, /Mar  1939;  Viet-Nam,  1949. 

Figures  for  1950  relate  to  average  of  Jan-Jun  and  Dec. 

Agricultural  produce  includes  paddy,  rice  meal,  copra,  rubber,  etc. ;  foodstuff  includes  milled  rice,  pork,  banana,  etc. 


11.  INDEX  NUMBERS  OF  PRICES  RECEIVED  AND  PAID  BY  FARMERS 

1953=100^ 


91 

PRICES 


LUq 


I 

! 


101 

110 

100 

129 

119 

101 

144 

185 

150 


106 

104 

109  I 
114 

106  I 


I 


102 

109 

101 

86 

93 

119 

109 

103 


I 


105 

99 


345 

466 

281 

174 

254 

639 

97 

100 

87 

97 

90 

101 

96 

80 

103 

123 
137 

124 
101 
109 
140 
102 

130 

121 

137 

133 

134 
134 
129 


131 

127 


52 


1950 

1951 

1952 

1953 

1954 

1955 

1 

9  5  5 

1  9 

5  6 

II 

III 

IV 

I 

II 

Jul 

Aug 

CHINA  (Taiwan  only) 

Prices  received  by  farmers  (R) 

43 

51 

74 

100 

92 

102 

100 

97 

109 

114 

107 

Prices  paid  by  farmers  (P)  . 

44 

54 

73 

100 

93 

101 

100 

97 

109 

113 

111 

Cultivation  cost . 

45 

56 

73 

100 

93 

106 

103 

1C2 

114 

118 

111 

Domestic  expenditure 

44 

53 

73 

100 

92 

100 

99 

94 

106 

111 

110 

Ratio  (R)  -H  (P) . 

96 

95 

102 

100 

99 

100 

100 

100 

101 

101 

96 

INDIA  (Punjab) 

Prices  received  by  farmers  (R) 

91 

96 

94 

100 

94 

70 

Prices  paid  by  farmers  (P)  . 

101 

107 

102 

100 

98 

81 

Cultivation  cost . 

110 

117 

105 

100 

92 

73 

Domestic  expenditure 

97 

101 

101 

100 

102 

87 

Ratio  (R)  (P) . 

90 

90 

92 

100 

96 

86 

lAPANb  (Apr  1953-Mar  1954  =  100) 

Prices  received  by  farmers  (R) 

85:i: 

loot 

97t 

loot 

101 

99 

99 

99 

100 

100 

100 

Prices  paid  by  farmers  (P)  . 

80t 

loot 

lC3;i; 

lOlt 

102 

101 

100 

101 

101 

101 

101 

Cultivation  cost . 

99t. 

looi 

102:!: 

98t 

100 

98 

97 

97 

97 

93 

98 

Domestic  expenditure 

m 

loot 

103t 

103t 

103 

103 

102 

103 

103 

103 

103 

Ratio  (R)  -T-  (P) . 

87J 

loot 

92+ 

98t 

99 

98 

98 

98 

98 

99 

98 

a.  OriRinal  base:  China,  1952:  India,  Sep  1938/Aur  1939;  Japan,  b.  Index  numbei's  of  commodity  prices  in  473  towns  or  villaites. 

Apr  1961/Mar  1952.  Annual  figures  relate  to  fiscal  year  April  to  March. 


12.  INDEX  NUMBERS  OF  COST  OF  LIVING 
1953  =  10(y^ 


1950 

1951 

1952 

1953 

1954 

1 

9  5  5 

1  9 

5  6 

1 

11 

III 

IV 

■1 

Jul 

Aug 

A.  AH  items 

BURMA:  Rangoon 

no 

107 

103 

100 

96 

98 

S3 

104 

103 

102 

115 

116 

114 

CAMBODIA:  Phnom-Penh  (1952  = 

:100) 

90 

89 

100 

139 

155 

149 

162 

163 

161 

166 

164 

170 

CEYLON:  Colombo 

95 

99 

!i  98 

100 

100 

99 

99 

98 

99 

99 

99 

98 

97 

CHINA;  Taipei  .... 

50 

66 

85 

100 

102 

112 

108 

111 

117 

120 

121 

118 

121 

HONG  KONG . 

90 

98 

99 

100 

98 

95 

92 

97 

95 

94 

95 

99 

101 

INDIA  (Interim  inde;:)  . 

95 

98 

97 

100 

95 

90 

88 

91 

92 

93 

98 

100 

102 

JAPAN  (Urban)  .... 

77 

11  89 

94 

100 

106 

105 

106 

105 

104 

105 

106 

105 

106 

KOREA:  South  .... 

7 

28 

69 

100 

135 

229 

219 

264 

238 

242 

276 

296 

308 

LAOS:  Vientiane  .... 

50*> 

53 

74 

100 

123 

125 

125 

124 

126 

131 

137 

144 

147 

MALAYA:  Federation  (Malay) 

81 

101 

103 

100 

94 

91 

31 

90 

91 

92 

92 

92 

92 

PAKISTAN:  Karachi  .  .  . 

85 

88 

90 

100 

98 

94 

94 

95 

95 

96 

96 

98 

99 

Narayanganj 

90 

94 

101 

100 

84 

85 

77 

90 

97 

99 

118 

130 

146 

PHILIPPINES:  Manila  .  . 

102 

111 

103 

100 

99 

93 

97 

97 

99 

98 

100 

101 

102 

THAILAND:  Bangkok  .  . 

73 

82 

91 

100 

100 

105 

106 

104 

107 

109 

no 

111 

112 

VIET-NAM;  Saigon 

56 

84 

78 

100 

112 

124 

120 

125 

135 

135 

133 

145 

148 

B.  Food 


BURMA;  Rangoon . 

107 

108 

104 

100 

97 

96 

91 

1 

103 

101 

96 

111 

114 

109 

CAMBODIA;  Phnom-Penh  (1952  =  100) 

87 

85 

100 

137 

159 

148 

169 

173 

167 

176 

174 

185 

CEYLON;  Colombo . 

95 

96 

11  94 

ICO 

100 

99 

100 

98 

ICO 

99 

98 

96 

95 

CHINA:  Taipei . 

57 

62 

79 

100 

102 

108 

103 

107 

116 

121 

121 

113 

120 

HONG  KONG . 

88 

94 

95 

100 

95 

90 

87 

94 

91 

89 

91 

98 

101 

INDIA  (Interim  index) . 

93 

96 

94 

100 

93 

85 

81 

86 

87 

83 

96 

99 

INDONESIA:  Djakarta  .... 

53 

89 

94 

100 

106 

141 

135 

143 

158 

173 

156 

154 

155 

1  JAPAN  (Urban) . 

79 

1!  91 

94 

100 

108 

105 

106 

104 

103 

103 

104 

101 

103 

'  KOREA;  South . 

7 

27 

78 

100 

117 

207 

200 

256 

207 

214 

265 

316 

310 

I  LAOS:  Vientiane . 

451* 

47 

70 

100 

122 

118 

120 

119 

116 

117 

122 

121 

125 

MALAYA;  Federation  (Malay)  . 

78 

101 

103 

100 

90 

87 

87 

86 

86 

87 

87 

87 

37 

PAKISTAN:  Karachi . 

84 

89 

93 

100 

98 

95 

93 

95 

97 

97 

93 

103 

Narayanganj 

89 

93 

103 

100 

79 

80 

70 

87 

96 

97 

124 

138 

PHILIPPINES:  Manila  .... 

103 

111 

106 

100 

99 

98 

96 

98 

101 

98 

101 

101 

103 

THAILAND:  Bangkok  .... 

74 

81 

91 

100 

98 

103 

104 

102 

106 

105 

106 

108 

no 

VIET-NAM;  Saigon . 

54 

59 

80 

100 

107 

122 

117 

124 

137 

136 

140 

149 

153 

GENERAL  NOTES:  All  figures  are  applicable  to  working  class  except 
the  following  countries:  China,  public  servants;  Hong  Kong, 
clerical  and  technical  workers;  Indonesia,  government  employee; 
Japan,  urban  population;  I.aos,  middle  class;  Thailand,  low 
salaried  workers  and  civil  servants. 


a.  Original  base;  Burma,  1941;  Cambodia,  1949;  Ceylon,  Nov.  1942 
for  1950-61.  1952  since  1962;  China,  Jan-Jun  1937;  Hong  Kong, 
Mar  1947;  India,  1949;  Indonesia,  Jul  1938;  Japan,  1948  for  1950, 
1951  since  1951;  Korea,  1947;  Laos,  Dec  1948;  Malaya,  Jan 
1949:  Pakistan,  .Apr  1948/'Mar  1949;  Philippines,  1949:  Thaiianil, 
Apr  1938/Mar  19.39;  Viet-Nam,  1949. 

b.  Jul- Dec. 


EMPLOYMENT  AND  WAGES 


13.  EMPLOYMENT  AND  WAGES 

Base  for  index  Numbers,  1953* 


1943 

1951 

1952 

1953 

1954 

1 

9  5  5 

1  9 

5  6 

19siU 

II 

III 

ly 

I 

II 

Jul 

Aug 

CEYLON 

Index  of  wages 

Tea  and  rubber  estate  workers’* 

66 

97 

93 

100 

102 

108 

106 

105 

106 

107 

107 

106 

IDS 

Government  workers  (Colombo)' 
Index  of  real  wages 

85 

99 

99 

100 

100 

104 

108 

106 

106 

106 

106 

106 

106 

Tea  and  rubber  estate  workers’* 

75 

99 

101 

100 

103 

107 

107 

107 

107 

109 

103 

109 

107 

Government  workers  (Colombo)' 
CHINA  (Taiwan  only) 

Employment**  (1,000) 

102 

107 

108 

100 

100 

105 

107 

107 

106 

107 

107 

108 

108 

Mining . 

79 

50 

56 

57 

53 

55 

54 

52 

55 

53 

59 

Manufacturing . 

Index  of  earnings 

114 

163 

208 

238 

258 

253 

257 

258 

258 

253 

259 

Mining . 

60 

98 

100 

105 

131 

126 

132 

165 

158 

163 

Manufacturing . 

Index  of  real  earnings' 

55 

80 

100 

111 

125 

123 

121 

131 

142 

137 

Mining . 

83 

111 

100 

110 

124 

124 

128 

131 

138 

142 

Manufacturing . 

INDIA 

Employment^  (1,000) 

81 

90 

100 

117 

119 

120 

113 

118 

124 

119 

Factories  under  Factory  Act  . 

2,330 

2,537 

2,443 

2,403 

2,590 

2,634"’ 

Cotton  mills . 

644 

714 

741 

744 

741 

753 

732 

7S5 

787 

786 

790 

oie 

835 

Coal  mines* . 

Central  government’* 

303 

339 

342 

338 

332 

341 

337 

335 

335 

340 

332 

325 

Office  workers  .... 

193 

203 

213 

221 

251 

232 

238 

251 

256 

266 

269 

Manual  workers  .... 
Wages  or  earnings  (Rs.) 

393 

406 

403 

412 

396 

406 

405 

396 

398 

394 

395 

Cotton  mills'  (Monthly,  Bombay) 

2.4" 

87.3 

89.3 

96.0 

96.3 

94.3 

94.6 

94.0 

91.4 

92.5 

100.2 

ICl.G 

Coal  minesi  (Weekly,  Jahria)  . 
JAPAN 

Employment’'  (Mn.) 

12.7 

13.0 

13.2 

14.2 

14.2 

14.2 

14.5 

14.3 

14.2 

14.5 

13.6 

All  industries . 

34.6 

35.2 

37.3 

39.2 

39.6 

41.1 

42.5 

42.0 

42.3 

42.8 

43.6 

43.7 

42.8 

Agriculture,  forestry  &  hunting 

16.4 

16.2 

16.4 

17.1 

16.7 

17.2 

18.9 

18.0 

17.3 

14.2 

18.6 

18.5 

17.7 

Other  industries . 

18.2 

20.0 

20.9 

22.1 

22.9 

24.0 

23.6 

23.9 

25.0 

25.4 

25.0 

25.2 

25.1 

Mining . 

0.0 

0.5 

0.6 

0.6 

0.5 

0.5 

0.5 

0.5 

0.5 

0.4 

0.4 

0.5 

0.5 

Manufacturing  .... 

Index  of  earnings'" 

6.3 

6.3 

6.5 

6.7 

7.0 

7.1 

6.3 

7.1 

7.5 

7.9 

7.4 

7.3 

7.8 

Mining . 

33 

71 

88 

100 

102 

110 

103 

115 

124 

101 

116 

134 

131 

Manufacturing  .... 

Index  of  real  earning'" 

23 

75 

88 

100 

103 

112 

104 

114 

131 

106 

117 

150 

112 

Mining . 

53 

79 

94 

100 

93 

99 

93 

no 

119 

96 

100 

128 

124 

Manufacturing  .... 

Daily  money  wages  of  agricul- 

45 

84 

94 

100 

111 

105 

98 

ICO 

123 

101 

no 

143 

lOS 

turol  labour,  male  (Y.)  . 

KOREA 

Index  of  earnings'  (Seoul) 

Manufacturing  and  construction 

185 

203 

230 

257 

235 

301 

307 

305 

310 

2S3 

317 

329 

307 

industries"  . 

MALAYA  (Federation) 

1 

23 

61 

100 

176*- 

2971- 

290'- 

308'- 

336'- 

341'- 

349'- 

365*- 

OSU 

Employment'^  (1.000)  .... 

PHILIPPINES 

Index  of  employment'’ 

451’ 

499 

505 

487 

476 

Mining . 

104 

109 

100 

77 

81 

79 

83 

84 

88 

89 

Manufacturing . 

Index  of  wages®  (Manila) 

91 

91 

100 

105 

103 

109 

103 

105 

111 

108 

Skilled . 

101 

95 

93 

100 

101 

IQl 

101 

101 

100 

100 

101 

102 

102 

Unskilled . 

Index  of  real  wage  (Manila) 

92 

91 

97 

100 

99 

102 

102 

103 

103 

103 

102 

104 

104 

SkiUed . 

SO 

87 

92 

100 

101 

102 

103 

103 

101 

103 

104 

104 

104 

UnskiUed . 

THAILAND 

82 

83 

92 

100 

100 

103 

104 

105 

103 

106 

105 

108 

105 

Employment — Mining^  (1,000) 
VIET-NAM 

Daily  wages*  (Saigon-Cholon,  Pr.) 

10.4 

14.8 

15.1 

14.9 

15.5 

16.1 

15.3 

15.8 

15.9 

15.8 

16.2 

16.7 

17.0 

SkiUed . 

22.0'^ 

33.3 

41.2 

55.6 

73.2 

86.7 

77.3 

86.7 

Unskilled  (male) . 

15.4'' 

20.5 

22.8 

31.8 

37.4 

47.8 

38.3 

47.8 

a.  Original  bases  for  wages  or  earnings  index:  Ceylon,  1939;  China 
1948;  Japan,  1947;  Korea,  1936;  Philippinea,  1941. 

b.  Daily  rates  of  minimum  wages  (basic  wages  plus  special  allowance). 

c.  Monthly  wage  rates  for  unskilled  manual  workers  in  government 
employment. 

d.  Staffs  and  permanent  workera  at  end  of  period. 

e.  Daily  average  of  wages  and  allowances  including  payment  in  kind. 

f.  Daily  averages. 

g.  Average  daily  employment  in  all  coal  mines  governed  by  the  Indian 
Mines  Act.  Monthly  figures  are  slightly  short  of  total  coverage. 

h.  Central  Government  establishments  excluding  railways.  Office  workers 
comprise  administrative,  executive  and  clerical  staffs;  manual 
workers  comprise  skilled,  semi-skilled  and  unskilled  workers. 
Figures  relate  to  end  of  period. 

i.  Monthly  minimum  basic  wages  plus  dearness  allowance. 

j.  Average  weekly  earnings  (basic  wages  plus  dearness  allowance  and 
other  payments)  of  underground  miners  and  loaders  in  coal  mines. 


k.  For  1948,  average  for  calendar  week  beginning  first  Sunday  of  each 
month.  From  1951,  average  for  the  week  ending  on  the  last  day 
of  the  month,  except  for  December  when  the  week  prior  to  holiday 
seasons  was  chosen. 

m.  Average  monthly  cosh  earnings  per  permanent  worker. 

n.  Excluding  looms. 

p.  Number  employed  by  government  departments,  estates,  mine_3, 
factories  and  some  miscellaneous  establishments.  Figures  for  1951-54 
relate  to  end  of  June. 

q.  Comprises  all  full  and  part-time  employees  of  734  cooperating 
establishments  in  the  Philippines  who  were  on  the  payroll,  i.e.,  who 
worked  during,  or  received  pay  for,  the  pay  period  ending  nearest 
the  15th  of  the  month.  Excluding  proprietors,  self-employed  per¬ 
sons,  domestic  servants  and  unpaid  workers. 

8.  Daily  average  wage  rates  of  all  classes  of  workers. 

t.  End  of  last  month  during  the  period. 

11.  Average  daily  earnings  in  December. 

V.  1949.  w.  January  to  June. 


J 


14.  CURRENCY  AND  BANKING 

End  of  period 


93 

RNANCE 


■ 

1  9 

5  6 

1948 

1951 

1952 

1953 

1954 

1955 

■ 

III 

IV 

I 

11 

lul 

Aug 

BURMA  (Mn.  K.) 

■■I 

■i 

Money  supply . 

499 

606 

635 

780 

859 

1,124 

1,039 

1,116' 

1,124 

1,392 

1,372 

Currenq^:  net  active 

335 

SS3 

414 

500 

575 

725 

702 

703' 

725 

939 

895 

MM 

Deposit  money . 

Loans,  advances  and  bills  dis- 

164 

208 

221 

280 

284 

398 

383 

413 

398 

454 

477 

485 

505 

counted  (commercial  banks)  . 

73 

159 

151 

142 

163 

134 

170 

1C6 

134 

269 

229 

226 

217 

Bank  clearings . A 

Foreign  assets . 

151 

151 

181 

234 

241 

233 

261 

285 

299 

340 

330 

327 

Union  Bank  of  Burma^  . 

358 

743 

940 

931 

555 

415 

406 

331 

415 

517 

510 

543 

601 

Government . 

20 

10 

5 

14 

35 

23 

21 

27 

23 

30 

26 

Commercial  banks  .... 
Rates  of  interest  (%  per  annum) 

43 

33 

49 

67 

88 

lie 

105 

109 

116 

155 

138 

136 

120 

Call  money  rate  ....  A 

1.04 

1.64 

1.10 

0.98 

1.27 

1.25 

1.00 

1.00 

1.33 

1.00 

Yield  of  long  term  gov’t  bonds  A 
Internal  gov’t  debtf*  held  by 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

3.00 

Union  Bank  of  Burma  .  .  . 

16 

22 

16 

6 

15 

64 

62 

64 

64 

64 

64 

Commercial  banks  .... 
Gov’t  deposits  and  cash  in  hand 

8 

31 

25 

63 

161 

293 

196 

249 

293 

246 

275 

Central  gov’t  deposits  with  the 

Union  Bank  of  Burma 

2 

77 

50 

4 

3 

2 

_ 

_ 

2 

4 

— 

Cash  in  Government  Treasury 

15 

5 

3 

11 

17 

17 

9 

7 

17 

8 

8 

CAMBODIA  (Mn.  Ri) 

Money  supply . 

Currency:  outstanding  . 

2.068 

1,832 

1,745 

2,068 

1,858 

1,691 

1.684 

1,666 

Loans  and  advances  (other  banks) 

329 

261 

178 

329 

460 

500 

579 

435 

Bank  clearings  .  .  ■. 

Foreign  assets  of  Banque  Nation- 

125 

2’73 

446 

406 

538 

454 

406 

443 

421 

443 

ale  Du  Cambodge  .... 

1,751 

1,347 

1,510 

1,751 

1,862 

2,037 

2,133 

2,181 

CEYLON  (Mn  Rs.) 

Money  supply . 

607 

1,006 

894 

827 

957 

1,073 

919 

1,012 

1,073 

1,048 

1,056 

1,051 

1,053 

Currency:  net  active 

241 

377 

357 

335 

342 

384 

349 

376 

384 

385 

410 

403 

400 

Deposit  money . 

Loans,  advances  and  bills  dis- 

336 

629 

533 

492 

615 

688 

570 

636 

683 

664 

647 

648 

653 

counted  (commercial  banks)  . 

82 

213 

195 

207 

247 

253 

245 

275 

256 

264 

314 

320 

319 

Bank  clearings  ......  A 

391 

691 

683 

671 

684 

758 

674 

786 

786 

720 

718 

722 

813 

Bank  debits' . A 

Foreign  assets 

1,264 

1,109 

1,148 

245 

1,107 

1.060 

330 

1,084 

1,053 

1,046 

1,048 

1,071 

1,132 

Central  Bank  of  Ceylon  . 

462 

668 

401 

524 

655 

602 

641 

655 

674 

730 

719 

721 

Commercial  banks  .... 
Rates  of  interest  (%  per  annum) 

174 

181 

98 

97 

132 

225 

ISO 

186 

225 

191 

166 

178 

191 

Call  money  rate  ...  A 

O.SO’S- 

0.50 

0.96 

1.27 

1.12 

1.12 

1.12 

1.12 

1.12 

1.12 

1.12 

1.12 

Treasury  bill  rate  ...  A 

0.22 

0.48* 

0.72 

1.91 

1.59 

0.80 

0.79 

0.81 

0.83 

0.57 

0.63 

0.69 

0.74 

Yield  of  long  term  gov’t  bondsA 
Internal  government  debt  held  by 

2.94 

2.81 

2.93 

3.85 

3.79 

3.13 

3.11 

3.09 

3.08 

3.05 

3.05 

3.03 

11 

3.03 

22 

Central  Bank  of  Ceylon  . 

17 

161 

223 

27 

18 

20 

19 

18 

37 

17 

Commercial  banks  .... 
Gov’t  deposits  and  cash  in  hand 

184 

235 

302 

284 

310 

234 

303 

285 

284 

331 

334 

333 

324 

Government  deposits  with  the 

1  Central  Bank  of  Ceylon  . 

31 

6 

— 

9 

33 

72 

28 

33 

104 

120 

118 

122 

j  Currency  held  by  government 

1  CHINA  (Taiwan  only,  Mn  NTS) 

4 

6 

5 

6 

8 

9 

8 

8 

9 

9 

9 

7 

8 

j  Money  supply . 

932 

1,275 

1,634 

2,085 

2,719 

2,434 

2,920 

2,719 

2,616 

2,683 

2,731 

2,779 

j  Currency  net  active 

558 

712 

919 

1,140 

1,372 

1,212 

1,334 

1,372 

1,261 

1,318 

1,290 

1,302 

1  Deposit  money . 

<  Loans,  advances  and  bills  dis- 

434 

563 

715 

945 

1,347 

1,272 

1,586 

1,347 

1,355 

1,370 

1,441 

1,477 

counted  (banks  other  than  the 
Bank  of  Taiwan)**  .... 

133 

342 

625 

954 

1,381 

1,245 

1,462 

1,381 

1,381 

1,345 

1,381 

1,427 

j  Bank  clearings . A 

1  Rates  of  interest  (%  per  annum) 

418 

862 

1,740 

1,720 

2,887 

2,533 

2,986 

3,809 

3,320 

3,814 

3,540 

4,022 

5.40 

I  Call  money  rate  ...  A 

1  Government  deposits  held  by  the 

10.80 

10.80 

9.0 

7.20 

7.20 

7.20 

7.20 

7.20 

6.60 

5.40 

5.40 

2.557 

Bank  of  Taiwan . 

!  HONG  KONG  (Mn  HKS) 

Money  supply . 

!  Currency  outstanding  (notes)  . 

626 

776 

1,173 

1,374 

2,231 

1,743 

1,968 

2,231 

2,474 

2,496 

2,566 

783 

800 

802 

802 

728 

727 

726 

725 

727 

727 

727 

727 

730 

Bank  clearings . A 

INDIA  (1.000  Mn  Rs.) 

639 

1,506 

1,195 

1,035 

1,140 

1,160 

1,074 

1,160 

1,270 

1,284 

1,277 

1,219 

1,245 

Money  supply . 

18.65'’ 

17.73 

16.83 

17.15 

18.30 

20.55 

19.88 

19.65 

20.55 

21.84 

21.92 

21.51 

21.38 

Currency:  net  active 

12.16'’ 

11.70 

11.22 

11.53 

12.10 

13.90 

13.44 

13.03 

13.90 

15.05 

15.05 

14.74 

14.52 

Deposit  money . 

Advances  and  bills  discounted'  . 

6.50'’ 

6.03 

5.61 

5.62 

6.20 

6.64 

6.45 

6.55 

6.64 

6.79 

6.87 

6.76 

6.86 

6.89 

■  (scheduled  banks)  .... 

4.42 

5.54 

4.85 

4.61 

5.10 

5.83 

5.69 

5.48 

5.83 

7.14 

7.09 

6.93 

Bank  clearings . A 

1  Gold  and  foreign  assets  of  the 

5.55 

6.58 

5.71 

5.49 

5.58 

6.52 

6.24 

6.49 

6.71 

7.08 

7.86 

7.04 

7.22 

6.70 

6.99 

6.46 

•  6.72 

1  Reserve  Bank  of  India  . 

1  Rates  of  interest  (%  per  annum) 

10.67 

8.21 

7.46 

7.63 

7.71 

7.75 

7.56 

7.60 

mjM 

Li  Call  money  rate  ....  A 

0.50 

1.01 

2.02 

2.12 

2.35 

2.59 

2.71 

2.38 

3.10 

3.13 

3.13 

3.13 

L  Yield  of  long  term  gov't  bonds  A 

1 

3.39 

3.G9 

3.64 

3.65 

3.72 

3.72 

3.73 

1 

3.79 

3.89 

3.91 

3.93 

94 

HNANCE  14.  CURRENCY  AND  BANKING  {Cont'd) 

End  of  period 


1 

.95 

5 

1  9 

5  6 

A  90  X 

X9wZ 

XOO'ft 

11 

ni 

IV 

I 

11 

Jul 

Aug 

INDIA  (1,000  Mn  Rs.)  (Cont'd) 

■ 

■ 

Internal  government  debt  held  by 

HH 

Reserve  Bank  ol  India^  . 

4.33 

5.53 

4.95 

5.93 

5.82 

5.41 

5.93 

7.26 

7.63 

7.52 

Scheduled  banks  .... 

4.26 

mSm 

3.23 

3.00 

3.84 

3.47 

3.84 

McWifI 

3.60 

■fra 

3.53 

3.61 

Non-scheduled  banks 

0.11 

m 

0.21 

0.21 

0.22 

0.25 

0.25 

■mi 

Government  deposits  held  by  the 

Reserve  Bank  ol  India  . 

2.14 

2.10 

1.75 

1.10 

0.55 

0.54 

0.53 

0.58 

0.54 

0.67 

0.57 

0.76 

mm 

INDONESIA  (1,000  Mn  Rp.) 

Money  supply . 

3.01 

5.13 

6.72 

7.64 

11.08 

12.90 

12.69 

12.73 

■M :  )■ 

11.90 

11.85 

11.96 

12.42 

Currency:  net  active 

1.64 

3.33 

4.35 

5.22 

7.54 

8.83 

8.46 

8.57 

7.92 

8.21 

8.18 

8.38 

Deposit  money . 

1.37 

1.80 

2.37 

2.42 

3.54 

4.07 

4.23 

4.16 

4.07 

3.98 

3.64 

3.78 

■lira 

Loans,  advances  and  bills  dis- 

counted  (all  banks)*^. 

0.27 

2.15 

2.44 

2.39 

2.83 

4.02 

3.29 

3.57 

4.02 

4.39 

4.48 

5.08 

4.73 

Gold  and  foreign  assets  of  the 

Bank  Indonesia^ . 

0.55 

1.94 

1.78 

2.40 

2.89 

3.50 

2.93 

3.0-3 

3.50 

3.02 

2.18 

1.91 

Advances  to  government  by  the 

Bank  Indonesia . 

Government  deposits  with  the 

1.32 

4.56 

5.27 

8.32 

7.91 

9.80 

9.62 

7.91 

7.97 

8.41 

8.64 

8.91 

Bank  Indonesia . 

0.50 

0.50 

0.50 

HMill 

0.50 

0.50 

0.45 

0.36 

0.33 

HHc] 

JAPAN  (1,000  Mn  Y.) 

Money  supply . 

618 

1,048 

1,265 

1,439 

1,463 

1.698 

1,3G9 

1,327 

1,698 

1,547 

1,642 

1,654 

1,647 

Currency:  in  circulation 

338 

492 

554 

609 

604 

648 

544 

496 

648 

536 

557 

566 

561 

Deposit  money . 

280 

556 

710 

829 

859 

1,049 

825 

830 

1,049 

1,011 

1,074 

1,088 

IB 

Loans,  advances  and  bills  dis¬ 
counted  (all  banks  other  than 

the  Bank  of  Japan)  .... 

385 

1,526 

2,022 

2,563 

2,882 

3,201 

2,935 

3,003 

3,201 

3,251 

3,398 

3,470 

3,557 

Bank  clearings . A 

236 

1,232 

1,624 

2,080 

2,430 

2,750 

2,621 

2,712 

3,107 

2,873 

3,107 

3,233 

3,375 

Gold  and  foreign  assets 

Bank  of  Japan  . 

18 

18 

18 

185 

65 

114 

185 

178 

177 

178 

178 

Government . 

333 

378 

304 

350 

297 

336 

333 

297 

338 

348 

338 

338 

Other  banks . 

1 

23 

44 

39 

48 

37 

41 

48 

45 

48 

47 

45 

Rates  of  interest  (%  per  annum) 

Call  money  rate  (Tokyo)  A 

7.12 

8.05 

7.82 

7.84 

7.36 

7.79 

7.30 

6.32 

5.66 

5.54 

6.94 

7.67 

Yield  of  long  term  gov't  bondsA 

5.50 

5.50 

6.68 

7.01 

6.33 

6.34 

— 

6.34 

6.34 

6.33 

— 

6.36 

Internal  government  debt  held  by 

Bank  of  Japan* . 

331 

166 

324 

326 

485 

555 

375 

394 

555 

562 

455 

464 

429 

All  other  banks . 

80 

38 

39 

46 

47 

65 

46 

46 

65 

52 

52 

52 

52 

Government  deposits  with  the 

i 

Bank  of  Japan  . 

14 

32 

92 

60 

56 

51 

59 

65 

51 

138 

42 

47 

49 

KOREA  (South,  1,000  Mn  H.) 

Money  supply . 

0.70 

7.30 

14.32 

30.32 

58.08 

93.52 

65.07 

75.59 

93.52 

90.14 

99.01 

100.99 

mEi 

Currency:  in  circulation 

0.41 

5.39 

9.74 

22.33 

39.98 

58.78 

■non 

49.21 

53.78 

49.80 

54.36 

53.12 

54.93 

Deposit  money . 

0.29 

1.91 

4.58 

7.98 

13.10 

34.75 

24.48 

26.33 

34.75 

40.35 

44.65 

47.87 

46.71 

Loans,  advances  and  bills  dis- 

counted  (commercial  banks)''  . 

0.43 

2.40 

7.07 

20.08 

31.70 

68.61 

50.33 

61.24 

68.61 

75.53 

95.36 

99.40 

mm 

Bank  clearings . A 

0.21 

2.40 

13.63 

21.37 

51.78 

107.37 

125.60 

123.96 

211.91 

181.13 

209.17 

225.37 

Gold  and  foreign  assets 

Bank  of  Koreai*^ . 

2.28 

4.96 

19.58 

19.40 

47.44 

22.06 

55.69 

47.44 

45.14 

47.84 

47.44 

48.12 

Government'**’ . 

2.16 

2.16 

2.16 

2.16 

2.16 

2.16 

2.16 

Internal  govenunent  debt  held  by 

Bank  of  Korea . 

8.42 

11.96 

24.11 

66.87 

93.71 

94.26 

109.50 

132.26 

160.18 

151.93 

157.06 

All  other  bonks . 

0.06 

0.14 

0.54 

0.91 

1.69 

1.10 

0.99 

1.69 

1.94 

2.34 

2.58 

2.57 

Treasury  deposits  with  the  Bank 

65.46 

of  Korea . 

0.11 

1.86 

6.01 

12.32 

12.51 

24.92 

37.74 

23.44 

24.92 

40.19 

57.72 

65.46 

MALAYA  (Mn  MS) 

Money  supply . 

Currency  notes:  net  active"’ 

302 

654 

630 

651 

683 

826 

739 

794 

826 

835 

819 

Deposit  money . 

593 

1,077 

989 

835 

852 

935 

872 

940 

935 

979 

896 

902 

9i4 

Loans  and  advances  (commercial 

banks) . 

259 

451 

484 

437 

490 

625 

561 

619 

625 

663 

693 

735 

759 

Bank  Debits" . A 

4,167 

3,396 

2,946 

2,828 

3,412 

3,087 

3,620 

3,727 

3,729 

3,616 

3,889 

3,837 

Federation  Treasury  bills  held  by 

banks  . 

30 

26 

14 

10 

10 

— 

5 

— 

— 

— 

— 

— 

— 

PAKISTAN  (Mn  Rs.) 

4,561 

Money  supply . 

2.693 

3,755 

3,220 

3,568 

3.855 

4,463 

3,976 

4,109 

4,463 

4,721 

4,665 

4,576 

Currency:  in  circulation 

1,708 

2,467 

2,151 

2,372 

2,575 

2,907 

2,603 

2,604 

2,907 

3,120 

3,053 

3,034 

Deposit  money’^ . 

990 

1,288 

1,069 

1,196 

1,281 

1,556 

1,372 

1,504 

1,556 

1,601 

1,612 

1,542 

1.538 

Loans,  advances  and  bills  dis- 

931 

counted  (scheduled  banks) 

410 

919 

792 

781 

963 

1,162 

384 

881 

1,162 

1,148 

916 

902 

Bank  clearings'* . A 

326* 

551 

534 

536 

555 

593 

530 

554 

701 

786 

621 

626 

594 

Gold  and  foreign  assets  of  the 

1.736 

State  Bank  of  Pakistan® 

1,629 

1,627 

933 

935 

1,033 

1,648 

1,037 

1,418 

1,648 

1,717 

1,738 

1,736 

Rates  of  interest  (%  per  annum) 

IK 

Call  money  rate  ...  A 

1.02 

2.10 

1.01 

1.30 

1.45 

nsu 

0.80 

1.77 

2.92 

1,49 

0.81 

Yield  of  long-term  gov't  bonds  A 

2.98 

2.93 

3.08 

3.14 

3.15 

3.14 

3.18 

3.15 

3.15 

3.14 

3.13 

3.13 

Internal  government  debt  held  by 

1,138 

the  State  Bank  of  Pakistan 

176 

864 

1,214 

1,250 

1  1,457 

1.207 

1,488 

1,033 

1,207 

1,225 

1,154 

1,163 

Government  deposits  with  the 

1 

281 

State  Bonk  of  Pakistan 

923 

582 

377 

216 

'  173 

152 

107 

152 

178 

297 

95 


14.  CURRENCY  AND  BANKING  {Cont'd) 
End  oj  period 


nNANCE 


1953 

1954 

1955 

— 

9  5 

5 

1  9 

5  6 

II 

III 

IV 

I 

" 

lul 

Aug 

PHILIPPINES  (Mn  P.) 

Money  supply . 

1.089 

1,105 

i.iir 

— 

LlOO*" 

— 

1.118 

1.104 

- - 

1.193f 

1,238'- 

l,244r 

1,240 

Currency:  net  active 

571 

639 

624 

661 

672'' 

665'' 

649 

638 

665r 

684'- 

678'- 

671 

676 

Deposit  money . 

574 

414 

465 

444 

439 

528'' 

469 

466 

528** 

554'- 

566 

569 

Loans,  advances  and  bills  dis- 

counted  (all  banks  other  than 

the  Central  Bank)'"  .... 

514 

664 

664 

734 

826 

968 

851 

869 

968 

945 

949 

Bank  clearings . A 

381 

457 

480 

520 

550 

614 

614 

626 

642 

717 

744 

734 

769 

Bank  Debits*^ . A 

772 

733 

686 

743 

814 

921 

912 

928 

982 

1,134 

1.189 

1,174 

1,199 

Gold  and  foreign  assets 

Central  Bank  of  the  Philippines 

800 

488 

472 

481 

us 

309 

384 

383 

309 

301 

332 

324 

332 

Other  banks . 

126 

145 

162 

134 

149 

137 

133 

140 

137 

170 

162 

171 

Internal  government  debt  held  by 
Central  Bank  of  the  Philippines 

242 

235 

230 

261 

396 

295 

353 

396 

375 

385 

372 

368 

Other  banks . 

is 

35 

56 

58 

77 

193 

146 

182 

193 

253 

350 

372 

377 

Gov't  deposits  and  cash  in  hand 
Deposits  with  Central  Bank 

153 

98 

45 

22 

45 

99 

65 

45 

52 

167 

151 

160 

Deposits  with  Philippine 

National  Bank  .... 

46 

59 

95 

100 

133 

134 

161 

133 

118 

144 

150 

180 

Cash  in  Treasury  vaults 

6 

7 

5 

5 

7 

3 

5 

7 

3 

11 

7 

8 

THAILAND  (Mn  Baht) 

Money  supply . 

2,881 

4,907 

4,932 

5,438 

6,058 

6,915 

6,677 

7,133 

6,915 

7,011 

Currency:  net  active  . 

2,205 

3,755 

3,678 

4,016 

4,548 

5,176 

4,855 

5,117 

5.176 

5,359 

Deposit  money . 

676 

1,151 

1,254 

1,422 

1,510 

1,740 

1,822 

2.066 

1.740 

1,652 

Loans,  advances  and  bills  dis- 

counted  (commercial  banks) 

449 

931 

1,437 

1,978 

2,281 

3,000 

2,603 

2,896 

3,000 

3,124 

Bank  clearings . A 

774 

2,057 

2,270 

2,366 

2,230 

2,598 

2,542 

2,629 

2.816 

3.092 

2,640 

2,648 

2,696 

Bank  Debits'* . A 

2,786 

2.989 

3,196 

3,127 

3.600 

3,414 

3,755 

3.862 

4.106 

Gold  and  foreign  assets  of  the 

Bank  of  Thailand  (Mn  US$)  . 

217 

359 

352 

302 

273 

297 

315 

298 

297 

308 

307 

307 

307 

Rates  of  interest  (%  per  annum) 

Treasury  bill  rate  ...  A 

1.32 

2.10 

2.17 

2.25 

2.27 

2.26 

2.24 

2.25 

2.27 

2.27 

2.25 

2.24 

2.26 

Internal  government  debt  held  by 

Bank  of  Thailand  .... 

18 

166 

261 

247 

191 

411 

138 

127 

411 

438 

449 

450 

443 

Commercial  banks  .... 

150 

118 

102 

174 

131 

233 

209 

243 

233 

155 

Government  deposits  wilh  Bank 
of  Thailand . 

392 

423 

396 

698 

439 

417 

297 

390 

417 

600 

604 

607 

672 

Exchange  rate  (buying):  Baht  to 

USS . A 

19.69 

21.40 

18.64 

18.11 

21.20 

21.39 

21.82 

22.01 

21.11 

20.53 

20.70 

20.72 

20.67 

Viet-Nam  (1,000  Mn.  Pr.) 

Money  supply . 

•• 

15.80 

16.47 

16.57 

15.80 

15.15 

15.59 

Currency:  net  active 

7.37 

8.92 

9.24 

7.37 

8.28 

8.15 

Deposit  money . 

8.44 

7.55 

7.33 

8.44 

6.87 

7.43 

Loans  and  advances  (other  banks)'' 

.. 

1.04 

0.81 

0.70 

1.04 

1.14 

1.36 

Foreign  assets  of  Banque 

Nationale  du  Viet-Nam 

4.31 

3.68 

4.59 

4.31 

4.46 

4.58 

5.11 

_ 

4.92 

(iKNERAIj  NOTES:  Net  aetivc  ciirreiic<i:  Total  currency  out¬ 
standing  less  holdinirs  in  all  banks  includinj;  the  central  bank  and 
in  government  treasuries.  Currency  in  circu'ation :  Total  currency 
outstanding  less  holdings  in  all  banks  including  the  central  bank. 
Deposit  money:  Deposits  in  all  banks  (including  central  bank) 
subject  to  cheque  or  withdrawable  on  demand  but  excluding  inter¬ 
bank  liabilities  and  central  government  deposits.  Rills  discounted: 
Excluding  treasury  bills.  Rank  elearinys:  Total  value  of  cheques 
and  other  collection  items  cleared  through  clearing  houses.  Gold 
and  foreign  assets:  Gross  holdings  of  gold,  foreign  exchange  and 
other  liquid  foreign  investments.  Rates  of  interest:  All  rates  are 
those  prevailing  in  the  capital  city  of  each  country  except  in  India 
where  rates  in  Bombay  have  been  taken.  Call  money  rate  relates 
to  inter-bank  rate  on  money  at  call.  Yield  of  long-term  govern¬ 
ment  bonds:  5  year  treasury  bonds  for  Rurma,  3%  national 

development  loan  1965-70  to  earliest  redemption  date  for  Ceylon, 
yield  of  Z'i  paper  (running  yield)  to  earliest  redemption  dale  for 
India,  weighted  yield  (simple  rate  of  interest)  to  latest  redemp¬ 
tion  date  of  medium  dated  government  bonds  issued  during  the 

period  stated  for  Japan,  yield  to  maturity  of  H'r  bonds  1968  for 
Pakistan. 

^  Monthly  averages  or  calendar  months. 

a.  Beginning  July  1952  includes  foreign  assets  of  the  Burma  Currency 
Board. 

b.  Treasury  bills  and  3  year  and  5  year  government  bonds. 

c.  Debits  to  demand  deposits  of  private  sector. 

d.  Includes  the  Land  Bank,  Cooperative  Treasury  and  three  commer¬ 
cial  banks. 


e.  Includes  bills  purchased. 

f.  Includes  loans  &  advances  to  government. 

g.  The  Java  Bank,  Bank  Negara  Indonesia,  Bank  Industri  Negara 
and  seven  commercial  banks. 

h.  Devaluation  took  effect  in  1952  but  gold  holdings  were  not  revalued 
until  1953. 

i.  Includes  advances  to  government. 

j.  Excluding  foreign  exchange  accounts  in  overseas  branches  and 
loans  in  foreign  currency. 

k.  Including  the  subscriptions  to  IMF  and  IBRD. 

m.  Issued  by  the  Board  of  Commissioners  of  Currency.  Malaya  and 
British  Borneo. 

n.  Cheques  sent  out  for  clearing  and  debits  to  current  deposit 
accounts. 

p.  Prior  to  April  1952  includes  inter-bank  liabilities. 

q.  The  number  of  clearing  houses,  however,  has  been  increased  in 
1948,  1952  and  1953. 

s.  Including  outstanding  assets  receivable  from  the  Reserve  Bank  of 
India,  under  the  partition  agreements,  but  excluding  foreign  assets 
of  Banking  Department. 

t.  Total  debits  to  chocking  account  of  private  sector,  except  for  1948 
which  include  debits  to  government  deposits. 

u.  Debits  to  sight  deposit  accounts  except  inter-bank. 

v.  March  1949. 
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